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“INSURANCE ECONOMICS” 


HE June number of the Monthly Journal of Insurance 
Economics is received, and, as it is the second, it is 
possible to speak with some fairness of its scope and 
nature. It justifies the promise of its accomplished 

editor, Mr. Henry H. Putnam, and is a solid and noteworthy ad- 
dition to the controversial and analytical literature of insurance 
in all branches. There is in the new periodical every inherent 
indication that Mr. Putnam has comprehensive and intelligent 
plans for the future development of Economics upon lines cover- 
ing the continuing thought and energies of underwriters upon the 
most important questions. The journal reflects credit upon the 
reputation of Boston, the city of its home, for thoroughness and 
intelligence in every undertaking affecting the discussion of live 


affairs.—Insurance Herald. 
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HAS REBATING IN LIFE 


In a letter recently addressed to 
this magazine the official of one of 
the leading American life insurance 
companies made the following un- 
equivocal statement regarding the 
rebate question : 

‘All resolutions and agreements 
by local associations have been inef- 
fective; legislation has been futile; 
the compact among the companies 
is not observed, and, in my view, 
rebating was never so general and 
extensive as now.’’ 

In a circular just issued by the 
Committee on Associations of the 
National Association of Life Under- 
writers, this assertion is made: 

‘‘ That the agency business gen- 
erally is so demoralized as to make 
it difficult, and frequently impossi- 
ble, for honest.agents to live by it, 
needs neither argument nor proof; 
nor that in many, if not most locali- 
ties, the trustworthiness of strangers 
in the business is, at least, suspi- 
cioned.’’ 

As a number of agents and com- 
pany officials, in private interviews, 
have expressed opinions which tend 
to confirm this dubious outlook, a 
communication was addressed to 
some fifteen prominent company 
officials for the purpose of ascertain- 
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ing how generally such an opinion 
prevailed among them, and what 
remedy the executives might have to 
offer. Particular attention was called 
to the statements above quoted, and 
an expression of views asked upon 
this question: Are the conditions 
actually as bad as pictured, and, 
what suggestions can you 
make in regard thereto? 

Replies have been received from 
most of the officials so addressed. 
There is a decided difference of 
opinion regarding the actual con- 
ditions ; some confirming the state- 
ments which have been 
others doubting that things are 
quite as bad as alleged, while others 
positively assert that the picture 
has been overdrawn. In regard to 
methods of improvement, the opin- 
ion is practically unanimous that 
something should be done toward 
changing the forms of compensation 
to agents; in fact the whole trend 
of thought in life insurance circles 
to-day, both among companies and 
agents, is in the direction of some 
such change. 


if so, 


quoted, 


MR. TARBELL’S STATEMENT. 


The most interesting reply was 
that received from Mr. Gage E. 
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Tarbell, second vice-president of the 
Equitable Life Assurance Society. 
Mr. Tarbell says: 

‘*In reply to your letter, I would 
say most emphatically that I do not 
think the outlook is as bad as pic- 
tured, as the business is generally 
in a very flourishing condition at 
this time, and in my opinion much 
more money is being made by the 
men engaged in it than for many 
years past; and I know of no 
business that can be managed with- 
out large capital that presents a 
better opportunity for any honest, 
energetic man possessed of a reason- 
able amount of ability and a will- 
ingness to do hard work. Not a 
few men have been disappointed in 
engaging in life assurance work, 
because they did so with the belief 
on their part that it was easy; but 
it has been my experience, extend- 
ing over a period of some twenty 
years, that few men who are hard 
workers, and would be likely to win 
success in any other business, fail 
in life insurance. 

‘‘As to the other matter about 
which you speak, that of rebating, 
I would say that every one who 
knows me knows that I have been 
constantly opposed to the evil of 
rebating, and was one of those earn- 
estly instrumental in the formation 
of the compact between the com- 
panies on this subject. I regret to 
observe that the measures adopted 
have not been as effective as -was 
hoped. In studying the causes for 
this, I have observed at least three 
reasons for the same: 


‘First, the compact did not re- 
quire the agents of the companies 
forming the same to sign an agree- 
ment, to be attached to every appli- 
cation, to the effect that no rebate 


Insurance Economics. 


had been given or offered, either 
directly or indirectly, in connection 
with the application. But two or 
three companies, I believe, one of 
which was the Equitable, out of 
about thirty that entered into the 
compact, required their agents to 
sign such an agreement and forward 
the same with every application. 
The Equitable, and, I think, one 
other company, required this in 
every instance, hoping against hope 
that other companies would finally 
make the same requirement; but in 
this we were disappointed. 

‘* Second, under this compact cer- 
tain companies and their agents are 
ultra-industrious in hunting up the 
faults of the agents of the other 
companies, going to the extreme 
sometimes of decoying agents into 
faults that might not have been 
committed, and turning the system 
which was intended for general pro- 
tection into a lever for injuring rival 
companies arid their agency forces. 
If the agents of the companies 
adopting these devices were them- 
selves absolutely beyond reproach, 
the case might be different; but 
there is no reason to believe that 
human nature is any stronger in 
one agency force than in another, 
indeed the facts demonstrate the 
contrary. 

‘“Third, so long as agents are 
paid a large flat brokerage on the 
first premium, and are stimulated 
to do a large business, there is a 
temptation to indulge in rebating 
which only the wisest and most con- 
servative agents can resist. Cou- 
pled with these defects is the un- 
doubted fact that, if an agent wishes 
to negotiate a rebate, there are 
plenty of ways to do it ingeniously 
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and privately without being discov- 
ered. 

‘‘ My investigation of, the subject 
thus far leads me to believe that the 
only sure way to put an end to the 
evil of rebating is to remove the 
incentive, and the only way to re- 
move the incentive is to effect co- 
operation among the companies in 
the method of paying commissions ; 
so that, instead of the producing 
agent receiving a flat brokerage on 
the first premium, he will have to 
wait until the second or third year, 
or longer, to get much of the fruits 
of his labor. Under any system 
there always has been, and there 
always will be, some giving away 
of commissions; but, if proper co- 
operation as above suggested could 
be secured, it would easily be re- 
duced to the minimum, so that only 
in exceptional cases an agent would 
be tempted to offend, and the evil 
would at least be greatly modified, 
and the sting would be taken out of 
the practice which today undoubt- 
edly works against the interests of 
the companies and the agents them- 
selves.”’ 

SOME OTHER OPINIONS. 

The replies received from officials 
of the Mutual and New York Life 
were brief and not so satisfactory. 
General Manager Gillette of the 
former merely says that he ‘‘ has no 
sympathy whatever with the practices 
alleged and nothing to suggest as 
to their correction other than what 
has already been put in practice.”’ 
Third Vice-President Kingsley of 
the latter says: ‘‘Our situation in 
the field has never been better and 
the prospect for business never 
brighter. The agents of the com- 
pany never made per capita so much 
money as they are making today.’’ 


President E. W. Scott of the 
Provident Savings Life Assurance 
Society writes as follows : 

‘* Mere discussion of this imtportant 
subject will count for little if life in- 
surance managers do not make prac- 
tical effort to minimize the evil com- 
plained of. In my judgment, this 
evil is chiefly founded upon the high 
rate of commission paid by some life 
insurance companies, and so long as 
this exists there will be more or less 
rebating. 

‘*With reference to the Provident 
Savings I will state that we hold 
our agents to a strict accountability 
for rebating, and it is certainly not 
indulged in to any appreciable ex- 
tent, so far as we know. I am un- 
der the impression that the entire 
question is considerably exagger- 
ated, and that the existing con- 
ditions can be remedied if companies 
and agents will co-operate. That 
there are individual cases of rebat- 
ing, noone willdeny. That it exists 
to any general extent few will ad- 
mit. 

‘‘ Asking suggestions looking to a 
correction of this evil, I can only 
repeat that in my opinion the high 
rate of commission so frequently 
paid chiefly causes the evil. If 
companies will pay liberal, but not 
excessive rates for business, there 
will be little reason to complain of 
improper methods in securing it. 
This is verified by the fact that 
agents who have made a success in 
writing insurance and accumulating 
money, accomplished both, in a ma- 
jority of cases, when the maximum 
rate of commissions did not exceed 
thirty-five per cent., and I believe 
the leading agents of the country 
who make a profession of their busi- 
ness, if opportunity be afforded, will 
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gladly co-operate with the companies 
in bringing about a successful solu- 
tion of the question. I express the 
hope that both company and agent 
will unite in this effort.’’ 

The president of a large com- 
pany writes as follows: ‘‘My own 
observation is not in accord with 
the statement made by your cor- 
respondent. I do not believe that 
the rebate evil is increasing; on the 
contrary, I think it is very much 
diminished, from what it was a few 
years ago. While it is true, many 
of the companies have not been faith- 
ful to the rebate compact, many of 
their agents have been. My opinion 
is, rebating is principally done in a 
few of the large cities and done 
principally by a few of the large 
companies, whose agents have the 
belief that their action is winked at, 
if not approved, by the managers of 
those companies. The evil is a 
serious one and should be stamped 
out and must be eradicated and all 
agents who practice it, and all 
companies who approve directly 
or indirectly, should be ostracized 
and discriminated against by all 
honorable agents and by the insur- 
ing public, and such, in my opinion, 
will be the result ; in fact there are 
indications of its being the case 


” 


now. 

‘‘Not only should all agents of 
companies be prosecuted for selling 
life insurance to one for less than 
the regular price but the insurance 
commissioners of the various states 
should absolutely prohibit any such 
company from doing business within 
the borders of such States, and for 
the good of the business, any com- 
missioner could very well afford to 
take special steps in this direction, 
to secure necessary testimony to 
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convict such persons, and when con- 
victed the company should be dis- 
barred from doing business. 

‘‘T have felt for years past that 
the insurance journalsofthecountry, 
together with the general agents, 
can make a hard fight against rebate 
a success. The managers of the 
majority of the companies have thus 
far failed to do it.’’ 


« 
THE COMPANIES RESPONSIBLE. 


The subjoined statement, from an 
official who is a keen observer, and 
has been in close touch with condi- 
tions as they affect the agency work, 
will be read with interest, since it 
places the responsibility for existing 
conditions directly upon the com- 
panies, and intimates that the great 
majority of them are more or less 
guilty in respect to rebating. He 
says: 

‘‘In my view rebating will never 
cease until the companies want it to 
cease. When they really want it 
to cease, it will drop so quickly that 
the thud will resound through our 
ears for some time to come. You 
may tell me, of course, that the com- 
panies signed an agreement in Octo- 
ber, 1895, which was in direct an- 
tagonism to rebate. Yes, that is 
so; and then, the next day or shortly 
thereafter, they increased commis- 
sions to agents, so that they might 
have a larger opportunity to rebate 
than they formerly had. In this city 
we have had 75 per cent commis- 
sion to agents on top of a monthly 
guarantee of $250, and the 75 per 
cent and something more has been 
rebated to applicants right along. 
The agents necessarily employed the 
tools which the companies gave 
them, and are not to be blamed for 
so doing ; but the companies are to 
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be blamed for furnishing the tools, 
and all of them. with possibly two 
or three exceptions, are more or less 
guilty in this regard. 

‘‘When the managements of life 
insurance companies resolve to con- 
duct their business as an executor 
or administrator is bound to care for 
an estate entrusted to his charge, 
then they will indulge in no waste, 
and will refuse to pay for business 
more than it is worth to those for 
whose account it is purchased. You 
and I and thousands of us know that 
with the business as now transacted, 
every policy holder added to the 
ranks of the companies is an un- 
necessary and improper charge upon 
the existing membership. When 
men can no longer find it in their 
conscience to do this thing, then 
rebate will stop, for this involves 
that they shall pay for business no 
more than it is worth, and when 
they pay no more than it is worth, 
the agent will not have any dol- 
lars more than he should have, 
and none at all to give to the ap- 
plicant.’’ 


WHAT NEW ENGLAND THINKS. 


The President of the Connecticut 
Mutual Life Insurance Company, 
Mr. Jacob L. Greene, seems to 
tacitly admit that the conditions are 
very bad. As to a remedy, he says: 

‘*‘T have no other opinion to ex- 
press in the matter of rebating than 
that which I have frequently ex- 
pressed, both publicly and privately, 
to wit, that the trouble will never 
be cured until the companies reduce 
their commissions to such a point 
that they furnish no margin for re- 
bating.’’ 

Vice-President Arthur L. Bates, 
of the Union Mutual Life, writes: 


‘*Without entering into discus- 
sion of the enforcement or non- 
enforcement of the statute laws of 
various States, enacted for the pur- 
pose of prohibiting the rebating sys- 
tem practised more or less by life 
insurance agents, and without ex- 
pressing an opinion as to whether 
all of the companies that are parties 
to the solemn agreement made be- 
tween them in October, 1895, at 
their convention in New York, live 
up to it, we simply state the position 
of the Union Mutual Life Insurance 
Company. 

‘““The management of this com- 
pany believes the practice of rebat- 
ing premiums to be detrimental to 
its interests. Its representatives in 
the field clearly understand that re- 
bating will not be tolerated by the 
Home Office of the company. It is 
a method of competing for business 
that is unfair to the policy holders, 
unprofitable to the company itself, 
and a dishonorable violation of 
statute law.”’ 


Another Eastern official says: 

‘‘We cannot say that things are 
as bad as your quotations paint 
them, but believe that much busi- 
ness is secured by all the companies 
on some kind of rebating, and that 
the condition of the average solici- 
tor as distinguished, for example, 
from the so-called general agent, is 
not satisfactory. The views of the 
official and the rules of the life office 
are against rebating, and against all 
other forms of incorrect life insur- 
ance practice. The fact is, how- 
ever, that the business takes its 
complexion from what the great 
companies do. They make use of 
a brokerage and small renewal sys- 
tem in compensating solicitors. The 
smaller companies must follow suit 
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or lose their agents. If they com- 
pete by cutting initial rates, the 
small solicitor is forced to do as 
much or retire. 

‘‘For many years the tendency in 
this country has been to compete 
along the lines of compensation and 
of rate. This competition seems 
now to be narrowing down to one of 
guarantees, but we do not know as 
yet of any pronounced movement 
toward reducing commissions. Af- 
fairs are certainly considerably 
mixed, but at this office we have 
the feeling that matters will im- 
prove materially within the next 
five years. 

‘* We are also of the opinion that, 
in the interests of a more definite 
understanding as between life insur- 
ance officials, it would be a good 
move to arrange for a general meet- 
ing of the companies with a view to 
discussing two or three material 
propostions.”’ 

Another says: 

‘‘T recently made a somewhat ex- 
tended tour of the country, visiting 
many States and stopping in many 
cities between here and the Pacific 
coast, and my judgment is that the 
practice of rebating is at this time 
carried on as generally as it ever 
has been, notwithstanding the laws, 
and the agreement which some years 
ago was entered into by various 
companies. 


‘* Tt is needless to argue at length 
concerning the demoralization which 
this practice causes. It deprives 
the agent of his legitimate profits, 
it swells the expense accounts of the 
companies, for it is largely brought 
about and made possible by the ex- 
orbitant commissions and bonuses, 
and it works great damage to policy 
holders; but I am unable to suggest 


any plan which will be likely to be 
successful in modifying this evil, so 
long as companies are engaged in a 
strife for size without much regard 
to results. 

‘‘It has been suggested, with a 
good deal of reason, that if some 
general plan could be adopted to 
materially reduce first commissions 
and increase the compensation al- 
lowed for the collection of some sub- 
sequent premiums, the power which 
is now placed in the hands of the 
agent to give away so large a pro- 
portion of the first premium would 
be taken away from him; but such 
a plan would not be likely to find 
favor with those companies who, by 
reason of their great resources, are 
able to put business on their books 
without adequate compensation for 
the liabilities thus assumed, and are 
determined to do so without regard 
to equity. No doubt a great deal 
of business is now being secured on 
the sole argument that the policy 
holder is getting, for the first year 
at all events, $1.00 worth of insur- 
ance for $0.10, more or less.’’ 


SOME CONCLUSIONS. 

In commenting upon these inter- 
esting letters, it is not our purpose 
to attempt to conclude therefrom 
what the actual conditions are. 
The evidences of rebating are felt 
rather than seen. If we were to 
judge of the matter merely from the 
number of cases of rebating actually 
reported, or of which we had per- 
sonal knowledge, the evil might 
seem to be a comparatively slight 
one; but if from the general atmos- 
phere of opinion, it might seem to 
be very extensive. A single case of 
rebating, or merely a reported case, 
may generate an amount of opinion 
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upon the question which might lead 
a casual observer to conclude that 
the evil was almost universal in par- 
ticular localities. The only direct 
evidence possessed by the writer is 
that he has been offered a rebate. 
Others have testified to the same 
thing, and many have admitted the 
receipt of a rebate. Because of pub- 
lic opinion and statutory law, rebat- 
ing is done with stealth and circum- 
spection, and it is reasonable to 
conclude that there are many more 
cases of rebating than those actually 
reported or brought to trial. On 
the other hand, there are many re- 
ported cases of rebating which have 
no foundation in fact. The reports 
circulated grow out of a vivid imagi- 
nation, or out of a desire to offer a 
sufficient explanation for defeat in 
competition. 


We cannot, however, idly throw 
aside the testimony of responsible 
agents.and officials. Nor can we 
reject much evidence which is cir- 
cumstantial and which appeals to 
the intuitive judgment. Many times 
it may be said fairly that a rebate 
has been given when there is no 
direct evidence that such is the case. 
Without citing all of the evidence 
upon which such a conclusion is 
based, we are of the opinion that 
rebating has increased, and particu- 
larly within the past year. The 
immediate cause of this increase is 
the numerous public attempts made 
to defend the practice upon legal 
and ethical grounds. Behind this 
is an increase in the number of men 
employed in the agency field who 
do not appreciate the responsibilities 
of the business, and who do their 
work upon commercial principles 
which have no place in any calling, 
but particularly in life insurance. 


Whether we call life insurance a 
profession or merely a business, its 
prosecution demands talents of the 
highest order, but, unfortunately, 
the work of the best men in the field 
has been damaged and neutralized 
by this element. 


There are two aspects of rebating. 
One is ethical, the other commercial. 
From the ethical point of view re- 
bating is a question which each in- 
dividual agent must settle for him- 
self within his own conscience; from 
the commercial point of view it is a 
proper subject for united action on 
the part either of agents or compa- 
nies. In theory State laws deal en- 
tirely with rebating in its ethical 
aspect; but in practice they are fre- 
quently enacted for the purpose of 
affecting the question on its com- 
mercial side. Wherever these laws 
have been enacted for the purpose 
of restraining competition merely, 
they have been the least effective. 
Where passed to protect the mutual 
rights of policy holders, they have 
been partially successful. So far as 
these laws have failed, their failure 
is due to a lack of public sentiment 
in favor of their enforcement. 

On the commercial side the at- 
tempts made by companies and 
agents to reduce rebating by resolu- 
tions and agreements have, accord- 
ing to almost universal testimony, 
been unsuccessful. It is now pro- 
posed to approach the question in a 
new way, by changing the plans of 
compensation to agents from a flat 
first year’s brokerage to a graded 
renewal commission. It is believed 
that the effect of this change will be 
to reduce rebating by reducing the 
amount of commission paid in the 
first year and increasing the interest 
in renewing the policy. 
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Graded commissions will not cure 
rebating, which has existed under 
low as well as high first year’s com- 
missions. Rebating in some form 
will exist until it is eradicated by 
public sentiment. Graded commis- 
sions will tend to decrease rebating 
by improving the average character 
of agents employed. The proposed 
change will tend to eliminate the 
cheap men and give those of high 
talents larger opportunities for de- 
velopment. Better men mean bet- 
ter methods, and better methods 
mean less rebating. 

The change in commission basis 
will not be fully effective unless the 
bonus system of compensation is at 


the same time abolished. This is 
the most cruel temptation to rebat- 
ing which a company could devise. 
It is insidious and corrupting in its 
character, and has nothing to com- 
mend it from an economic point of 
view. 

With the elimination of bonuses 
and the change from flat brokerages 
to renewal commissions, the amount 
of rebating and twisting done should 
be very much less than it is at pres- 
ent. It would be too much to ex- 
pect, however, that it will solve the 
rebate problem and remove this 
question entirely from the arena of 
discussion. 





ANTI-TRUST LAWS AND FIRE INSURANCE. 


The most interesting and prob- 
ably the most important current 
problem in. fire underwriting is its 
relation to the state, particularly in 
the matter of joint rate-making. 
This form of rating has been con- 
ducted in the United States for more 
than three-quarters of a century. 
It came into vogue because the 
financial needs of the companies 
seemed to demand some form of 
agreement which would check com- 
petition. Very early in the history of 
fire insurance it became apparent 
that the constantly impending, but 
unpredictable and undefinable con- 
flagration hazard, demanded the 
maintenance of reasonably profit- 
able rates at all times, in order to 
save the companies from financial 
ruin in the day of special disaster. 

A study of the history of joint- 
rate making tends to convince one 
that the system has grown up out of 
a struggle for self-preservation, and 


not from any desire to establish mo- 
nopoly or to unduly increase the 
cost of insurance. Undoubtedly 
the system has been abused by un- 
justifiable attempts to raise rates 
where actual conditions did not call 
for an increase, as well as to reduce 
them for the benefit of special inter- 
ests ; but this is the exception rather 
than the rule. While the system is 
far from perfect today, it represents 
a growth, which has constantly 
tended to produce better and better 
results from the standpoint of the 
insuring public, since it has brought 
with it scientific efforts to improve 
and reduce the hazard from fire, 
and consequently to cheapen the 
cost of insurance. 

At the present time the conflagra- 
tion hazard in large cities is un- 
doubtedly very much reduced, and 
yet it is quite certain that the period 
of violent fluctuations in the annual 
fire waste has by no means passed. 
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To the older and larger companies, 
which have by long experience es- 
tablished extensive classifications 
and whose surplus accumulations 
enable them to bear these fluctua- 
tions with equanimity, the necessity 
for joint rate-making is not so great, 
but the general law governing price 
fixing in fire insurance does not op- 
erate according to the needs of a 
minority of the companies, but of 
the majority. If rates were fixed at 
a level at which the minority of 
companies could profitably write, it 
would wipe the majority out of ex- 
istence, and establish a practical 
monopoly in favor of the larger 
companies. It may be stated as a gen- 
eral proposition that rates in fire in- 
surance are fixed upon a basis which 
enables the smaller and weaker com- 
panies to write without loss, and that 
the difference between this rate and 
the actual cost of doing the business 
to the larger and better equipped 
companies, is profit. This explains 
why the larger companies are able 
to realize profits at times when the 
majority of companies are suffering 
a loss. 


In pointing out the conditions 
which have led to joint rate-making 
in fire insurance, it is not necessary 
to argue that this system of rating 
is theoretically better than free com- 
petition. Theoretically competition 
would lead to lower rates, and also 
to greater concentration. Joint rate- 
making in fire insurance is anti- 
monopolistic in its tendency; free 
competition is monopolistic. Joint 
rate-making sustains a large num- 
ber of companies which could not 
exist under free competition. That 
is why we say the law-of self pres- 
ervation is at the root of joint rate- 
making. The majority of companies 


demand joint rate-making for the 
purpose of maintaining financial 
solvency; the minority because it 
enhances profits. 

Legislation to prohibit rate agree- 
ments between fire insurance com- 
panies began in 1883 and was intro- 
duced mainly in the interests of 
certain property owners whose rates 
of insurance had been increased 
because of an increase in hazard. 
These laws were then known as 
anti-compact laws, and applied sole- 
ly to insurance companies. It is 
not until quite recently that this 
attack upon rate agreements has 
become merged in the general at- 
tack upon trusts and the prohibition 
made a part of the anti-trust laws. 
Therefore, while the conditions gov- 
erning joint rate-making in fire 
insurance are, in most respects, dif- 
ferent from those governing the 
movement toward industrial concen- 
tration, the fire insurance companies 
apparently have been forced into a 
position of defence against legisla- 
tive attempts to interfere with trusts 
or trade combinations. 

The question, therefore, arises: 
What attitude shall the companies 
assume toward anti-trust laws ? 

It is apparent from some of the 
comment appearing in the insur- 
ance press that there is quite a strong 
opinion among underwriters in favor 
of an effort to relieve the companies 
from legislative interference by seg- 
regating joint rate-making from in- 
dustrial trusts, and intensifying the 
prejudice against this latter form of 
concentration. 

While it is manifestly unfair that 
joint rate-making in fire insurance 
should suffer from the prejudice 
against conditions of which it is not 
a part, we still believe it is a mistake 
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to pursue this line of attack. In 
the last number of this magazine 
extended consideration was given 
to the question of industrial central- 
ization, in which some arguments 
were advanced tending to show that 
from an economic point of view this 
centralization was not wholly a 
vicious one, but on the contrary 
possessed many redeeming features. 
The opinion was expressed that the 
movement should be allowed to de- 
velop without help or hindrance 
from state legislation. 

From this point of view, therefore, 
it would seem to be extremely un- 
wise for insurance companies or 
their agents to join in any way in 
the popular clamor against trusts, 
and especially if it is merely for the 
purpose of relieving them from re- 
strictive legislation ; for any legis- 
lation concerning the trusts which 
is not guided bya broad and con- 
sistent public policy will be sure to 
react upon all lines of business. 

Furthermore, while we _ believe 
that joint rate-making is essentially 
anti-monopolistic, the business of 
fire insurance is in other respects 
subject to the same centralizing 
tendencies noticeable in all branches 
of business. Each yeara growing 
percentage of the total business is 
handled by the large companies and 
the number of companies is con- 
stantly growing less. In _ other 
words there is a constant, inevitable 
tendency in fire insurance toward 
concentration in the hands of a de- 
creasing number of companies, not- 
withstanding the increase in demand 
for insurance. 

Bearing upon this point an exam- 
ination of the history of fire insur- 
ance during the past twenty-eight 
years reveals some very interesting 


results. We take this period be- 
cause it includes that just prior to 
the great Chicago and Boston con- 
flagrations of 1871 and 1872, when 
the business was in a flourishing 
condition and a large number of 
stock companies were in existence. 
In 1870 there were 197 stock com- 
panies reporting to the New York 
insurance department. The two 
conflagrations mentioned brought 
many failures, and at the close of 
1872 there were but 158 companies 
so reporting. Rapid expansion then 
followed due to the exceptional con- 
ditions following the two great con- 
flagrations, and at the close of 1875 
the number of companies reached 
the high figure of 201. Again there 
followed a period of contraction 
until in 1884 a minimum number of 
145 companies was reached, or 13 
less than the previous minimum. 
Once more expansion occurred, un- 
til in 1886 the maximum attained 
was 163 companies, which, however, 
was 38 less than the maximum of 
1872. From 1886 to 1894 there was 
another period of contraction, the 
companies registered at the close of 
the latter year numbering 121. 
This it will be observed was 24 less 
than the minimum number in 1884. 
Since 1894 there has been an in- 
crease in the number of companies, 
162 reporting at the close of 1898. 
These successive periods of ex- 
pansion and contraction have fol- 
lowed with regularity the fluctua- 
tions in the annual fire waste, and 
the heavy fire loss of 1898, together 
with the exceptionally bad record 
met with thus far in 1899, warrants 
the conclusion that another period 
of contraction in the number of 
companies has begun. It is signifi- 
cant to note that of the 162 com- 
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panies reporting at the close of 1898 
about 25 represented companies 
under the control of other compa- 
nies, so that practically there were 
at that time but 137 competing or- 
ganizations in the field, the smallest 
number since 1875 and 26 less than 
the lowest previous naximum. 

It will be observed that this ex- 
pansion and contraction can be 
most accurately likened to the 
swing of a pedulum, whose mo- 


mentum grows constantly less and | 


less, and we may accept it as one of 
the most important evidences of the 
tendency toward concentration. We 
find other evidences in the forming 
of associations for the insuring of 
special classes of hazards, embrac- 
ing a limited number of companies, 
and more recently in the movement 
toward centralization in the Na- 
tional Board of Underwriters. 


Like the movement toward con- 
centration in the manufacturing in- 
dustries, this concentration in fire 
insurance will result in the elimi- 
nation of much of the labor and 
talent now employed, and will prob- 
ably still further curtail the oppor- 
tunities for individual effort in the 
business world, which so many con- 
sider essential to happiness and suc- 
cess. Its effects will be felt both in 
the agency field and in the ranks of 
company officials. In the future 
the number of individuals neces- 
sary to carry on the business of fire 
insurance in all its departments will 
be very much less, comparatively 
speaking. Joint inspections and 
adjustments will enable the compa- 
nies to do the business with a very 
much smaller field force, while re- 
duced competition and a smaller 
number of companies will seriously 
affect the local agents. It is by no 


means extreme to suppose that in 
the next twenty-five years the agen- 
ty system of doing business may 
experience an entire revolittion. 
The attempt at centralization in the 
local agency business at Kansas 
City, forced by the passage of an 
anti-trust law, and more recently 
talked of in Louisville, may be but 
a premature illustration of what 
evolution in due time will bring 
about. All things are possible. 
Powerful causes are at work in this 
great country which are effecting 
mighty changes. The rapidity of 
progress in the present age is some- 
thing never before witnessed or con- 
ceived, and wise men will be pre- 
pared in every respect for the new 
things which the future has in store 
for them. 


That centralization in fire insur- 
ance will place the business on a 
higher plane, by promoting scien- 
tific rating, a reduction in the cost 
of doing the business and conse- 
quently in the cost of insurance to 
the insured, is beyond question. 

The situation as it exists in this 
country today is the increased cen- 
tralization in all lines of business 
upon the one hand, and a more or 
less popular resistance to this cen- 
tralization through, the medium of 
state legislatures, upon the other. 
Anti-trust legislation, so far as it 
affects insurance companies, is not 
an attempt to prevent rate agree- 
ments of itself, but is merely the 
method the legislatures take of reg- 
istering their opposition to the grow- 
ing power of capital. They strike 
at joint rate-making only because it 
is a condition which appears on the 
surface, but if the companies were 
saved from anti-compact legislation 
they would not be saved from anti- 
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capital legislation. Whether or not 
the companies succeed in convincing 
the public that in fire insurance 
joint rate-making is anti-monopolis- 
tic, while competition is monopolis- 
tic (and possibly they will be 
sucessful in so doing), they cannot 
escape anti-capital prejudice so long 
as this prejudice exists against cap- 
ital employed in any branch of 
business. The people of this coun- 
try are appalled by the increasing 
power of capital; they are aroused 
by its abuses. Encouraged by 
self-seeking politicians, they have 
been led to believe that restrictive 
legislation against conditions which 
are purely economic in their ten- 
dencies, is the proper remedy for 
these abuses, which are the excep- 
tion rather than the rule. An at- 
tempt to check industrial concentra- 
tion by legislation is useless and 
will fail. The evolutionary process 
will go on in spite of legal restric- 
tions, and as the interests of the 
people become more and more ident- 
ified with centralized industries 
public sentiment will change and 
the anti-trust issue will disappear 
from the arena of politics. 

In the meantime the issue is 
mainly a political one, and as it 
will be impossible for fire insurance 
companies to separate themselves 
from the general attack upon capi- 
tal, it will be a serious mistake for 


them, in any way, to increase public 
prejudice against industrial trusts. 
While the fire insurance companies 
should, in their own interests, seek 
to set the public right upon the 
economic aspects of joint rate-mak- 
ing, and make their fight against 
anti-compact legislation on those 
grounds, yet they are compelled, 
not only by force of circumstances, 
but by actual conditions, to make 
common cause with all lines of 
business which are at present being 
subjected to legislative assault. 


The purpose should be not to 
array the capitalist against the non- 
capitalist, — although that is virtu- 
ally the issue toward which the 
political situation seems to be lead- 
ing us,— but there is a general 
prejudice against capital, which 
must be met and turned aside in the 
interests of the country’s prosperity. 
To accomplish this it is essential 
for capital to unite in educating 
public sentiment up to a point where 
it will demand of public servants 
more leniency toward business in- 
terests and less waste of energy and 
public funds in attempting to pass 
and enforce restrictive legislation 
which is economically wrong and 
politically vicious. The interests 
of the companies and agents are one 
in the matter, and their attitude to- 
ward state interference should there- 
fore be the same. — 
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REVIEW OF THE MONTH 


LIFE INSURANCE. 


The tenth annual convention of the Na- 
tional Association of Life Underwriters has 
The National been pronounced the most 
pre interesting and successful 

ever held, both from a busi- 
ness and social point of view. In the esti- 
mation of many the power and influence of 
the association during the past few years 
has been waning. Some were pessimistic 


enough to predict, after last year’s conven- ° 


tion at Minneapolis, that another meeting 
would not be held. At any rate it was felt 
that the association had lost its power for 
real usefulness. The number of associa- 
tions represented at the Minneapolis con- 
vention (nineteen) was the least since 1894 
and the falling off in the membership of 
the lotal associations was very marked. 
The cause for this decrease in interest is 
not difficult to find. The association as 
originally organized was designed largely 
to develop social intercourse between life 
insurance men in different “parts of the 
country. Its originators, and the men who 
were first elected to office, were strongly 
imbued with this idea and with the ne- 
cessity for thus limiting its functions. But 
as the work grew and delegates with new 
and more ambitious ideas attended the con- 
ventions, a sharp division of opinion arose 
over the advisability of holding the asso- 
ciation strictly within the lines of social 
development. A very strong sentiment 
prevailed in favor of assuming legislative 
functions and taking a firm stand upon 
some of the evils confronting the agents in 
the field. But the conservative element 
steadily prevailed against this sentiment, 
possibly less from the strength of an abso- 
lute majority than from its contro] of the 
machinery of association work. As a re- 
sult the radical members began to with- 
draw, and this was the situation which con- 
fronted the association at Minneapolis. 
The outlook was a grave one, and this 
fact undoubtedly largely influenced the 
selection of a new president. Mr. Richard 
E. Cochran had already proved his talent 
as a reorganizer in the resuscitation of the 
New York association. While not being 


extreme in his views, he was on the other 
hand not wedded tothe social idea. It was 
recognized by all that the association 
needed a strong, vigorous guiding hand if 
it was to be preserved for better things. 
Not being actively identified with either 
side Mr. Cochran was well adapted to the 
task of bringing about harmony. His 
natural talents and magnetic personality 
made his influence a strong one wherever 
he went. He believed in the value of asso- 
ciation work, was high minded in his 
aspirations, inexhaustible in his resources 
and of an unusually persevering tempera- 
ment. 


¥ 


Realizing fully the responsibilities laid 
upon his shoulders, Mr. Cochran entered 
Mr. Cochran’s %P°” his labors with en- 
Sahees thusiasm. Early in the 

year he announced his in- 
tention of visiting personally every associa- 
tion in the country. This remarkable pro- 
gram he has carried out with but two 
exceptions. In his annual address at 
Buffalo, July 14, Mr. Cochran thus outlines 
the year’s work : — 

‘‘Immediately after the adjournment of 
our convention I made it my business to 
place myself in touch with the different 
companies, either by a personal call or by 
correspondence, and the universal comment 
and reply to the advances I made, to the 
criticisms I invited, was, ‘‘ Why, you are 
losing ground ;’’ or ‘‘ You are doing noth- 
ing;’’ or ‘‘ There is no life in your organi- 
zation work ;’’ or ‘‘ Your membership is 
even less than it wasa year ago; ”’ etc., and 
I at once learned that it was absolutely 
necessary to ‘‘pull ourselves together,’ 
build up our local association work, reor- 
ganize and encourage new zeal in the local 
associations that were then in existence, 
and make an effort to organize associations 
in those localities where none did exist, be- 
fore we could impress the companies favor- 
ably and convince them of our perpetuity. 
Your special committee appointed at Min- 
neapolis for the purpose of conferring with 
Referee Reed and the companies as to our 
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rights under the anti-rebate compact did 
their work well and faithfully, your execu- 
tive committee went to work with a will 
and force, and I determined to do what I 
could to accomplish the objects above men- 
tioned. Almost all the local associations 
represented in the national body were 
visited and stimulated, new associations 
were organized in several localities, and 
today we stand far better in the estimation 
of the companies and the community in 
general than we ever did before. This I 
know, for within the last three or four 
weeks I have personally called upon several 
of the executive officers who were so pes- 
simistic a few months ago, and without a 
single exception they not only expressed 
themselves pleased with what had been 
accomplished but evidenced a desire to 
help us in every legitimate way to make 
our association a power for good by joining 
with us in eliminating the baneful and de- 
moralizing evils of our profession.”’ 


> 


At the Minneapolis convention the com- 
mittee on statistics reported twenty-three 
associations belonging to the 
National association, with a 
membership of 952, of which 
264 were managers. At Buffalo the same 
committee reported twenty-six associations 
with a membership of 940, of which 392 were 
managers. While the number of associa- 
tions is more, the total membership is 
less, and the average membership of those 
associations reporting is somewhat less. 
The mere fact that the membership has 
decreased should not, necessarily, be taken 
as a sign of continued decay during the 
year. Itis probable that if the previous 
rate of decay had continued the total mem- 
bership would have been considerably less. 
Therefore, if during the short period of a 
year the disintegrating causes have been 
checked and a healthy tone and stimulous 
given to what remained, this fact can be 
accepted as a sign of something really ac- 
complished, without looking for its imme- 
diate effects ina largely increased member- 
ship. If, as President Cochran says, there 
has been a marked change in the senti- 
ments of company officials during the year, 
it is perfectly reasonable to conclude that 
these officials have seen and heard positive 
signs of improvement, and that this return 
of confidence has had a powerful reflex 


Numerical 


Strength. 


influence upon the field forces. As has 
been well known, one of the great leading 
companies has for some time past discour- 
aged its field representatives from joining 
local associations, but it is now understood 
that there has been some modification of 
this attitude, and a practical promise of co- 
operation secured. It is significant cer- 
tainly that a representative of this company 
has been made first vice-president of the 
National association and is thus placed in 
direct line for the presidency in 1900. 

One hundred and six delegates were pres- 
ent atthe Buffalo convention. An analysis 
of the attendance by sections and by com- 
panies is most interesting. New England 
sent 25 delegates, New York and Pennsyl- 
vania 33, the middle western states 33, 
northwestern states 8, western states 5 and 
southern states 2. The largest delegation 
came from New York city, which sent I1. 
Philadelphia followed closely with 9, while 
Chicago sent 8. Boston furnished 7 and 
Cleveland 6. Out of 106 delegates the east 
and middle west furnished 81, showing 
where the great strength of the agency 
movement at present lies. 

In the matter of representation by com- 
panies the following results are shown: 
Mutual Life, 14; National, 11; United 
States, 9; Massachusetts Mutual, 7; Penn, 
Phcenix and Mutual Benefit, 6 each; Provi- 
dent Life & Trust, 5; Union Central, State 
and Equitable, 5 each; New England and 
New York, 3 each; Connecticut Mutual, 
Washington, Prudential, Aetna and Ameri- 
can Union, 2 each; Travelers, Metropoli- 
tan, Security, Northwestern, Equitable 
(Ia.), Royal Union, Pacific, John Hancock, 
Union Mutual, Berkshire, Connecticut 
General, 1 each. The preponderance of 
votes lay with the smaller companies. 


¥ 


The most important action taken by the 
convention was the passage of a resolution 
urging the companies 
to ‘‘consider the advisa- 
bility of reducing the 
first year’s commissions paid upon new 
business, and increasing the renewal com- 
missions paid, in order that the greatest 
possible encouragement shall be given to 
the writing of bona fide business only, and 
its maintenance upon the books of the com- 
panies.” 

The immediate cause of this resolution 


Action 
on Commissions. 
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was the belief of the convention that the 
conditions in the field regarding rebating 
demanded some such action. The opinion 
seemed to be very prevalent that not only 
was rebating upon the increase in many 
localities, but that the measures heretofore 
adopted to check the evil were largely in- 
effective. At last year’s convention, at the 
suggestion and with the approval of the 
companies, it was voted to secure authority 
from the referee of the anti-rebate agree- 
ment to allow the filing of complaints by 
the executive officers of local associations. 
Such authority was secured, and many of 
the associations appointed special commit- 
tees to hear and report complaints against 
rebaters. No complaints have yet been 
filed, nor have any attempts been made to 
secure convictions under States laws. There 
are many evidences that the agreement be- 
tween the companies has lost much of its 
force, and that rebating is winked at if 
not positively encouraged by many of the 
members of that agreement. 

President Cochran became convinced 
early in his administration that new and 
radical measures were needed to meet the 
rebate issue. After carefully considering 
the matter, he concluded that the most 
effective plan would be to insert a clause 
in the policy stating that if the insured 
died within one year his beneficiaries 
should receive a sum of insurance which 
the net amount he had paid in premium 
would buy. Thus in case of a rebate of 50 
per cent one-half the face of the policy 
would be paid. But, after consultation 
with the companies and with counsel, he 
found that the plan was impracticable. 
He then turned his attention to the com- 
mission phase of the question, and, after 
conferring with agents, company managers 
and others, decided that the best thing to 
be done was to bring this question before 
the convention for consideration and action. 


a 


In presenting the matter to the conven- 
tion President Cochran said: ‘‘ Perhaps 
The President's the most important prob- 
V; lem which confronts the 

lews. ‘ 

executive officers of the 
companies and the conscientious and hon- 
orable manager or general agent is, ‘How 
to secure good business which will persist 
or renew.’ We all know that the great 
amount of lapses, particularly during the 


second year, is not legitimate; but that it 
is largely due to the methods employed by 
the agent securing the risk, including both 
the most serious iniquities of ‘rebating’ 
and ‘twisting.’ To my mind there are two 
ways by which this problem can be solved 
successfully. One is by inserting a certain 
clause in the policy contract itself, and the 
other is by a readjustment of the commis- 
sion basis. After giving the first very 
careful consideration, and conferring with 
prominent executive officers and learned 
counsel, it was found that there were sev- 
eral good and sufficient reasons why the 
first is impractical, which reasons it is not 
necessary to give at this time. The second 
is both practical and possible, and I believe 
it is within the province of this national 
body to do much towards its accomplish- 
ment. It is high time this association 
should face this question, which is most 
vital to the agent — general and special,— 
and I trust this body at its tenth annnal 
convention, now in session, will not only 
put itself on record as favoring such a 
movement, but that it will request the 
companies seriously to consider the advis- 
ability of readjusting the basis ef commis- 
sion by decreasing the first year’s compensa- 
tion and increasing the renewal or future 
commission, thus allowing the manager or 
general agent to pay such a renewal 
commission under a sub-agent’s contract, 
whereby the sub-agent will be able to build 
up a renewal interest of his own and con- 
sequently be interested in the persistency 
of it. I believe this is the true solution of 
this problem to the profit of all concerned. 
It will show the companies that we are in 
earnest—that we mean business,—and it is 
not only right, butit is strictly inaccordance 
with our constitution, for ‘it is advancing 
the best interest of the cause of true life 
insurance throughout the country.’ ”’ 

This suggestion was made at the opening 
of the convention, and at the following 
session the resolution which was finally 
adopted, was presented. It was offered by 
Mr. Munson of Buffalo and seconded by 
Mr. Holway of Boston. An extended dis- 
cussion ensued in which some objections to 
the resolution were presented, but a strong 
statement of the situation made by Mr. 
Kendall of Cleveland, a pointed suggestion 
by Dr. Fowler of Philadelphia, and a final 
appeal by President Cochran, swept all 
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opposition aside and the resolution was 
adopted by a vive voce vote, with but one 
dissenting voice. 

The result of the vote was a surprise. 
Probably if asked twenty-four hours before 
what the convention would do, a majority 
would have guessed anything but action 
upon commissions. That the proposition 
was to be introduced was not generally 
known, but plans for placing it in the 
strongest light before the convention had 
been carefully matured. President Cochran 
is not only sincere, earnest and tenacious 
in his purposes, but is a skilled diplomat 
and acareful campaigner. Convinced that 
action upon commissions was the thing to 
do, he was equally determined that it 
should be done. That it was done is due 
to the fact that it was presented in accor- 
dance with a prearranged plan, that the 
convention was convinced by the arguments 
presented that a vote against the resolution 
was a vote in favor of rebating, and that 
assurances were given that a majority of 
the companies were in favor of the pro- 
position and would assist the agents 
in securing united action upon the ques- 
tion. 


- 


In considering the results likely to accrue 
from this action the matter should be 
Effects of viewed broadly, that is in its 
De tien, effects as a whole, and not 

solely upon the question of 
rebating, which can only be effectively 
cured by public sentiment. From the 
action taken it is clear that the agents have, 
in the main, viewed the rebate question in 
its commercial, rather than its ethical 
aspect, and that the general sentiment in 
the field is against any attempt to fight re- 
bating on the ethical side either by state 
law or through the medium of the company 
compact. The agents believe that it should 
be handled as rebating and cut rates in 
other lines of business are handled. Under 
the present system of compensation they 
have seen large sums returned to the in- 
sured in the form of rebates, and it is im- 
material whether the actual number of 
rebate cases is greater under high than 
under low commissions, so long as there is 
a large increase in the waste of funds used 
for this purpose. It is a matter of some 
moment to the policy-holders of American 
life insurance companies upon whom this 


waste must fall, whether the sum of $1,000,- 
000 or $10,000,000 is annually paid to 
favored applicants in the form of rebates. 
We may recognize it as impossible, without 
some radical change in human nature, to 
save the $1,000,000 which will annually be 
spent in rebating under any circumstances, 
but it is perfectly possible to save the addi- 
tional $9,000,000 which under high com- 
missions is merely handed over to the agent 
and by him passed on to the favored appli- 
cart. A rebate of 1o per cent on the first 
premium is wrong, but it is not ridiculous. 
A rebate of fifty, seventy-five or ninety per 


‘cent és ridiculous, and it is this foolish and 


unjustifiable waste of funds which has dis- 
credited the business and brought it under 
public criticism. 


The action at Buffalo should be endorsed 
less because it is a blow at rebating than 
because it is the first step in a return to 
scientific methods of compensation. We 
recognize that from the agents point of 
view a renewal commission contract may 
not be as desirable as a flat brokerage, but 
this would not be true if in readjusting 
commissions the interest in renewals is 
made large enough to make it profitable for 
the agentto run the chance of loss through 
lapses. So long as the company can pro- 
tect itself against loss from lapses and keep 
within the percentage of loading from year 
to year it can afford to make the gross com- 
mission finally paid upon persisting poli- 
cies very much larger than flat brokerages 
now realized by agents. The whole matter 
can undoubtedly be adjusted without any 
decrease in the income of honest and indus- 
trious agents. : 

It is generally recognized that the plan 
proposed at Buffalo cannot be put in force 
except by an agreement between the com- 
panies. That there isa growing sentiment 
in favor of such an agreement, not only 
among the small but the large companies, 
is apparent to anyone in close touch with 
the situation. Particular attention is called 
to a statement upon this question presented 
elsewhere inthis number by the second vice- 
president of the Equitable Life Assurance 
Society, in which an emphatic declaration 
is made in favor of such an agreement. All 
things point to a necessity for a reduction 
in first year’s commissions, not the least of 
which is an awakened public sentiment 
which is certain to demand legislative re- 
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straint, if such restraint is not voluntarily 


adopted. 
¥ 


Ranking in importance with the action 
upon commissions, was the admission of 
Woman Takes “O™*” delegates to the 
Mer Plece. privileges of the associa- 
tion. Thisisthe first time 
this privilege has been extended to women 
by any life underwriters association. Four 
delegates were present from the New Eng- 
land Women’s Life Underwriters Associa- 
tion. This association is the first of its 
kind, and was organized in Boston in De- 
cember, 1898. 

The matter of admitting the New Eng- 
land association to membership in the 
National association was first taken up by 
the executive committee at its mid-year 
meeting in February. As the idea was new 
and the organization looked upon as some- 
thing of an experiment, the question of 
membership was not at first favorably re- 
garded ; but the claims of the women were 
sv strongly urged, and the character of the 
New England association so highly en- 
dorsed, that the opposition finally gave 
way. Atthe Buffalo convention the com- 
mittee, in making its annual report, recog- 
nized woman as a new factor in the field, 
and spoke of the ‘‘softening influence and 
admirable qualities of the gentler sex 
which will be brought into our business 
through this innovation.’’ It recommended 
an amendment to the association’s by-laws 
admitting to auriliary membership, with 
all the privileges of the association except 
the right to vote and hold office, any life 
underwriters association composed of 
women representing regular legal reserve 
companies. ; 

This recommendation excited some dis- 
cussion on the part of those who were 
anxious to admit the women to full mem- 
bership, but after consultation with the 
delegates from the New England asso- 
ciation it was deemed best to accept the 
recommendation as submitted and look to 
the future for a more extended recognition, 
if the circumstances seemed to warrant it. 

The entrance of woman into the field of 
life insurance is bound to have an import- 
ant influence upon the business. It is an 
avocation which women of talent and re- 
source can pursue with peculiar grace, 
because it appeals in its best aspect to the 


highest sentiments. We cannot conceive 
that women will in any sense lower the 
standing of life insurance in the eyes of the 
public; on the contrary, they will surely 
raise it. Thedignity and charm of the four 
delegates from the New England associa- 
tion was at once noticeable, and did more 
than anything else to win them a cordial 
welcome. It is quite fitting that the 
closing year of the nineteenth century 
should witness the formal recognition of 
woman as a factor in life insurance. 
Great things are to be expected from 
her in this work. Her presence and 
comradeship will give a tone and char- 
acter to the business above anything 
which it has yet held. 


¥ 


Addresses were delivered before the asso- 
ciation by the presidents of two companies, 
Company Officials a E. Ide, of the 
Head From. ome Life of New 

York, and John M. 
Pattison, of the Union Central of Cincin- 
nati. Both earnestly discussed live current 
issues, the former dwelling particularly 
upon the rebate problem. Mr. Ide gave 
the best presentation of this question which 
we have ever heard or read. It was a con- 
cise, impartial, practical analysis of the 
irrepressible problem. He began by defin- 
ing the life underwriter as ‘‘one who deliv- 
ers policies and collects the full premium.’’ 
This definition eliminated the rebater and 
the agent who simply ‘‘wrote’’ business 
but did not deliver it. The rebater, he 
said, was not a producer, but merely a par- 
asite, living on the fruit of others’ Jabors 
and undermining the healthy growth of 
the business. Concerning the cause of re- 
bating, he said: 

‘“The cause of rebating is lack of honor 
and lack of justice in business relations — 
shall I use the simple term dishonesty? 
The official who winks at it, the insured 
who accepts it, and the agent who gives it, 
are, in my opinion, untrue to themselves 
and dishonest to their associates. It is an 
easy way to dispose of one’s goods, and the 
temptation is often well nigh overpower- 
ing, but it is not fair, and has no place in 
your system. I know it has its defenders, 
but I have never heard an argument in 
support of it that could not be reduced to 
luke-warm justification of its use for pur- 
poses of self-defence. 
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In discussing the prevention of rebating, 
Mr. Ide recognized the restraining influ- 
President Ide’s °2°° of compacts, laws and 
Rady, other measures, but did 

y not believe that any of 
them could effect a cure. He said:— 

‘* As a practical man I state it as my firm 
conviction that this disease cannot be elimi- 
nated until the Life Underwriter is educated 
to believe that the scheme, in its inception, 
is dishonest, and therefore unworthy of his 
sanction. In proportion as your motives 
are sincere and honest, in just that propor- 
tion will this evil diminish, and the most 
effective method of attack for you will not 
be specific in its character, but must be by 
cultivating an ‘‘esprit de corps”’ that will 
not tolerate any underhanded methods of 
which this is, in my opinion, the most glar- 
ing example. 

“Tf you have not the courage to meet this 
issue fairly without regard to rank or sta- 
tion, it is best to leave it alone. If you are 
not prepared to stand. together and stamp 
it out, then you have no right to raise your 
hand against the other abuses which have 
arisen or may arise. Butin your estimate 
of men remember that the agent who places 
a vast volume of business by selling it be- 
low its cost is not an underwriter in any 
sense, and would not in any other line of 
trade be considered an able business man. 

‘‘TIn short this is my position on this im- 
portant question. If high pressure encour- 
ages rebates (as it does), stop it, and this is 
largely to be done by the executives of the 
companies. If bonus commissions foster it 
(as I believe they do), eliminate them from 
all contracts. If active and fearless sur- 
veillance by your local organizations is of 
any avail in suppressing the evil, cultivate 
such investigation by every means in your 
power. But above all, bear in mind the 
dignity of your profession and the intrinsic 
value of the goods yousell and remember 
the ruinous effect upon the public mind of 
establishing local bargain counters for the 
sale of life insurance policies. When re- 
bating causes the rebater to lose caste 
among his fellows, it will cease, and not 
until that time.’ 


¥ 


Mr. Pattison’s address was a frank, vigor- 
ous, incisive discussion of current problems. 
He condemned high-pressure methods, re- 
bating, twisting, and the excessive liberaliz- 
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ation of policy contracts, which he termed 
‘‘chromos.’’ He believed that the ex- 


or 1 in lif 
«The Dignity pense element in life 


di 24, en,” insurance was alto- 
' gether too high and 


called for radical reform. He stated that 
the amount paid in commissions at the 
present time was about double what the 
business was actually worth to the com- 
pany. He considered that under current 
methods of doing business the general 
agents, as a whole, were not nearly as suc- 
cessful as they had been under the old 
plans, and deemed it time for a reactionary 
movement. He thought that rebating 
agents, as well as companies which were 
cognizant of the practice, should be ostra- 
cized. He said: ‘‘ There are already many 
indications that the public is losing confi- 
dence in the management of certain com- 
panies.”’ 

Mr. Pattison praised the work of the 
National and local associations in the high- 
est terms, and thought the company man- 
agers should organize in a similar manner, 
and place themselves in a position where, 
by united action, they could enforce needed 
He urged the agents to use their 
influence in bringing about such an organ- 
ization among the companies. 

It may be said, by way of comment, that 
Mr. Pattison’s suggestion in regard to a 
company organization is not likely to fall 
on heedless ears. The matter is one which 
is receiving earnest consideration in other 
quarters, and it is not impossible that steps 
in this direction will be takeu at an early 
date. Life insurance has been less suscep- 
tible to uniform action between the com- 
peting companies than other lines of busi- 
ness, but it has become apparent that many 
problems which touch the business on the 
side of its relations with the public (of 
which the commission question is but one) 
can only be met by uniform action. 


¥ 


As usual, great interest centered this year 
in the election of a president. While sev- 
eral names were mentioned in 
The New 

: connection with the office, 

President. é 
there was very, little attempt 
at electioneering. The sentiment of the 
convention very rapidly centered about Mr. 
James L. Johnson of Springfield, Mass., as 
soon as it became known that he was avail- 
able. He received by far the largest num- 
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ber of votes in the nominating committee, 
and, with other nominees, secured the 
unanimous endorsement of the convention. 
Mr. Johnson is one of the strongest figures 
in association work. He differs strikingly 
in characteristics from his predecessor, and 
yet possesses all of his indomitable energy 
and ability. He is deliberate, serious and 
dignified ; a profound thinker, and looks at 
the problems of association work in a broad 
way. Hestands with the conservative ele- 
ment in regard to the scope of the associa- 
tion, but recognizes that changing con- 
ditions may justify a departure from origi- 
nal purposes. He can be trusted to carry 
out fully the platform enunciated by the 
association in regard to methods of com- 
pensation. He regards thisaction as a long 
step in the right direction, and destined to 
do much toward the improvement of field 
work, even if it does not accomplish the 
results expected of it in regard to rebating. 


> 


A record of the important events of the 

convention would not be complete without 
reference to the absence, 
for the first time, of the 
originator of the modern 
agency movement, Mr. C. M. Ransom of 
Boston. An unfortunate accident prevented 
his attendance. As recited in the resolu- 
tions of regret adopted, Mr. Ransom ‘“‘ has 
done more for the success of the life under- 
writers’ movement than any other one 
man,’’ and it is most fitting that his ab- 
sence should be made the occasion for 
recording this indisputable fact. Justice is 
sometimes tardy, perhaps not so in this 
case, but in the growth and enlarged scope 
of so important an organization as the 
National association, the toil and personal 
effort expended in overcoming early ob- 
stacles, is often lost sight of. 

An attempt made on the third day of the 
convention to endorse national regulation 
of insurance failed largely because of 
the unfortunate wording of the resolu- 
tion. It called upon President McKinley 
to petition Congress to provide for 
the appointment of a secretary of insur- 
ance. The impracticability of such a de- 
mand was speedily shown, and the resolu- 
tion promptly tabled with little or no dis- 
cussion upon the merits of national regula- 
tion. A proposition to endorse the Platt 
bill now before Congress would probably 
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the Month. 
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have received more favorable considera- 
tion. 


The social features of this year’s conven- 


tion were extremely attractive. Buffalo’s 
natural resources lent themselves to the 
entertainment of the guests, while the 
local underwriters managed the affair ina 
manner which won constant, 
praise. 


universal 
Every detail was carefully looked 
after, and in consequence there was not a 
disturbing feature. The experience at 
Buffalo will long be remembered by all 
who were fortunate enough to participate. 


¥ 


But, after all has been said about what 
has been done, the important question is, 
What of the What of the future? Hasthe 
Future? association actually taken ou 

a new life, and is it destined 
to perform a larger and more important 
work as the years go on? In answer to 
that question we may say, in part, that it 
will take an immense amount of bad man- 
agement to destroy the influence of the 
association. An organization which has 
lived for ten years under constant criticism 
and discouragement, with the covert and 
often open opposition of company officials, 
could not possibly be dissolved in a day. 
It has already proved its powers of recu- 
peration in the face of disintegration, for 
there can be no doubt that the administra- 
tion just closed has stopped decay and sent 
new blood coursing through the veins of 
the association. If the reaction which has 
set in is wisely nurtured by the new admin- 
istration, its effects will be more visible at 
the close than at the opening of the cur- 
rent year. 

But we believe the question of future 
work centers more largely about the scope 
of the association than many suppose. 
Will its strength in the future rest upon 
its social features or upon the exercise of 
legislative functions? That question should 
be determined by actual conditions and not 
by theoretical conceptions. There are many 
theoretically right things in this world 
which become practically wrong in the face 
of conditions. We can recognize the value 
of the social feature as a factor in field 
work, and at the same time take the ground 
that new conditions demand results of a 


more positive character. It is a singular 


fact that life insurance is almost the only 
business in which there is an absence of 
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uniform action upon the commercial side. 
It may be said that life insurance differs 
from all other kinds of business. But that 
is largely true in theory only. In practice 
the conditions in life insurance duplicate 
the conditions which in other lines of busi- 
ness call for united, uniform action. In 
life insurance there is a constant pressure 
in the same direction, and there will be an 
inevitable turmoil and strife until this con- 
dition is met. Shall it be met by the 
National Association or by a new body, 
which is certain to spring up if the needs 
of the hour are not recognized ? 

. ¥ 

The great value of social work has been 
mentioned. All broad minded men have 
Vides of the recognized its influence 
ia ee SS 
sults. Ina business way 
it has been of inestimable value. Life 
insurance is better known and more widely 
appreciated because the men engaged in 
the business have by association been 
brought in touch with those engaged in 
other walks of life. The growth of life in- 
surance since the organization of the 
National association has been something 
marvellous. Inthat period the insurance 
in force has increased over 100 per cent. 
Not all, but a part of this increase, may be 
attributed to the work of the local and 
national associations. There may, how- 
ever, be a question whether the power of 
the association as a promoter of business 
has not reached the limit of its usefulness, 
in view of the fact that life insurance is now 
so universally accepted as an economic fac- 
tor in the commercial and social life of the 
nation. Or at least it may be doubted 
whether this power is now of enough im- 
portance to insist upon its preservation in 
view of more pressing needs. 

On the other hand, it should be recog- 
nized that the association which takes on 
legislative functions subjects itself to a 
danger which is not present in a purely 
social organization. Inthe latter, members 
may come and go, but the organization will 
stand; but in an association whose strength 
rests upon legislation controlling the prac- 
tices of the business, the withdrawal of a 
single member may lead to the immediate 
dissolution of the organization. 

But it is, as we have said, a question of 
conditions. The majority of those engaged 
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in the business are constantly crying for 
more positive action, for an opportunity to 
register in unmistakable terms their oppo- 
sition to demoralizing practices. The mi- 
nority say ‘‘hands off’’. There are over 
fifty thousand men engaged in the prosecu- 
tion of life insurance in America. The 
membership in the local associations today 
consists of less than one thousand. Solong 
as the associations maintain purely social 
features the membership will be confined. 
It is true that numerical strength is not 
always actual strength. One thousand 
earnest men well organized and united may 
do more than fifty thousand badly organized 
and disunited. But shall we say that the 
one thousand are the annointed, the chosen 
few; or shall we recognize that there is 
something in the cry of the forty-nine 
thousand which demands attention? 


> 


Asa matter of fact these demands have 
already received recognition. The condi- 
Tie Tenbeosins tions have controlled 
Shove Posvaited. the situation against the 

ave Frevaile 
protest of man. To 
the casual observer there may seem no 
practical difference between the action 
taken last year in regard to the anti-rebate 
compact and this year’s action upon com- 
missions. But as a matter of fact there is 
a wide difference. This year’s action was 
taken in response to a widespread demand ; 
last year’s action was not. This year’s 
action is a concession to the spirit of un- 
rest; and a recognition that the social fea- 
ture does not give the agent all that he 
needs. 

We believe this is a step in the line of 
progress and evolution. We do not always 
recognize progress when it faces us. Satis- 
fied, or at least content, with the conditions 
as they exist, we often misconceive real 
progress and think it reaction and retro- 
gression, because it disturbs this peace of 
mind. But progress always involves a 
sacrifice of present contentment, and in the 
larger scope which seems to be opening up 
before the National Association this sense 
of sacrifice will come to those who have 
clung to its original purposes and fondly 
hoped it might develop to grand propor- 
tions under this circumscribed platform. 
Strict adherence to the social feature shuts 
out so much that is interesting and impor- 
tant to the business of the life insurance 
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agent, that it has been obliged to succumb 
to the pressure which is crowding it aside. 
This change will involve a deep loss to 
many, and some loss to the business at 
large, but on the whole it will represent a 
gain, because it will enlarge the usefulness 
of the association and draw within its influ- 
ence an increased number of field workers. 

For next year the assignment of a time 
and place of meeting has been left to the 
judgment of the executive committee. A 
location remote from large centres of popu- 
lation will probably be chosen, and a de- 
parture taken from the plan of imposing 
the expense of entertaining delegates upon 
local associations. Less time will be de- 
voted to mere pleasure seeking, and more 
to discussion and action upon live questions. 
The opportunities confronting the present 
administration are large and full of prom- 
ise. If taken at the flood they will lead 
on to success. But, if there be a reaction 
against manifest tendencies, the real value 
of the work of the past year will be lost. 


¥ 


It is the policy of the management of the 
New York Life Insurance Company to treat 
To Sell Stock the insurance world to pe- 
linattdnaiihi. riodic sensations. It has 

in this way gained the rep- 
utation of being one of the shrewdest ad- 
vertisers in the business. Its most recent 
move of this kind is the announcement of a 
change in by-laws providing that its invest- 
ments in the stocks of private corporations 
shall be gradually disposed of before the 
close of 1902. It has also voted not to 
invest in mortgages upon unimproved or 
nonproductive property, or on farms, hotels, 
theatres, churches, breweries, factories, 
or mining enterprises, dr to make loans on, 
or investments in, what are known as in- 
dustrial securities. 

The company itself has not made any 
public explanation of this action, but a 
number of articles in the press have attrib- 
uted the change to a demand made by the 
examiners of the Prussian government, who 
have just completed an investigation of the 
company’s books for the purpose of consid- 
ering its fitness for readmission to that 
country. It is stated that the German law 
does not recognize the stocks of private 
corporations as proper investments for the 
funds of a life insurance company. . 

Upon that point, however, Vice-President 


Wilson, of the Equitable Life Assurance 
Society, makes an interesting statement. 
He says that the three great American life 
insurance companies were forced to retire 
from Prussia because the government in- 
sisted upon the arrangement of surplus 
accumulations into an annual classification. 
There was no stipulation as to the charac- 
ter of investments. He states, further, that 
there is no law at present bearing upon 
that question, and that the new imperial 
insurance law now being drafted will con- 
tain no such provision. He concludes, 
therefore, that the New York Life has 
adopted the change in its investments for 
reasons of its own, and not because of con- 
ditions imposed by the Prussian examiners. 

In view of this difference of opinion upon 
the subject, time alone, apparently, will 
disclose the true reasons for the change. 
According to a compilation published in 
the New York Journal of Commerce, stock 
investments of the New York Life affected 
by the new by-law amount to about six 
million dollars, market value. The same 
authority states that the investments of the 
Mutual Life which would te similarly 
affected amount to $32,000,000, while those 
of the Equitable amount to $17,000,000. 

The position taken by the New York Life 
has an important bearing upon the interest 
question. It appears to be in accord with 
the company’s policy in regard to placing 
reserves upon a 3-per-cent basis. Its action 
will force the investment of funds in low 
rate securities largely, and is therefore in 
the line of conservatism. Probably many 
will consider its position as ultra conserva- 
tive, particularly in regard to farm mort- 
gages, which many companies have found 
to be the most profitable kind of invest- 
ments. 


¥ 


The special representatives of the Prus- 
sian government have completed an exami- 
nation of the New York Life 
and are now engaged in ex- 
amining the Mutual Life. 
Both of these companies have applied for 
readmission to Prussia, The Equitable has 
not so applied, and is not under examina- 
tion, but there has, nevertheless, been a 
conference between the Prussian repre- 
sentatives and the officers and directors of 
this company. , The present. relations be- 
tween the United States and the German 
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government are much more cordial than 
they have been for any time past, and it is 
not improbable that concessions may be 
granted to the great American life insur- 
ance companies which will allow the re- 
sumption of business. In that event the 
Prussian fire insurance companies will be 
admitted to New York state, and the un- 
pleasant episode of the past closed. All 
true Americans who are interested in the 
progress of this country, as well as the 
progress of civilization, will welcome the 
evidences of increased friendship with 
Germany. 


* 


According to the new law enacted by the 
last session of the Massachusetts legisla- 
ture all assessment com- 
panies doing business in 
Massachusetts, were re- 
quired July Ist, to reorganize under the 
legal reserve law. But two associations of 
this kind having headquarters in this state, 
remained in existence. These have quali- 
fied under the new law. They are the 
Boston and the Greenfield associations. 
Of the outside companies the following 
have reorganized: Mutual Reserve, Fi- 
delity Mutual, Bankers of St. Louis and 
Bankers of New York, Hartford Life, 
Maine Benefit, Northwestern of Chicago 
and Security. 

The transition of the Mutual Reserve 
Fund, the leader of assesssmentism, 
marks the final triumph of scientific life 
insurance Over experimentation. It will 
be interesting to observe how many of 
the assessment organizations will be able 
to survive under more stringent require- 
ments. The Mutual Reserve Fund has 
been under fire for some time and is now 
being subjected to an examination by the 
New York Insurance Department. The 
conservative Weekly Underwriter of New 
York has been presenting a number of 
facts which tend to indicate a bad condition 
of affairs internally. It is believed that if 
the examination is properly conducted and 
the facts disclosed by such examination 
are allowed to reach the public, it will be 
very difficult for the company to escape 
severe condemnation. Mrs. M.L. Springer 
of East Orange, N. J., a claimant against 
the company, has filed a petition for a re- 
ceiver. She claims that the company has 
defaulted in the payment of a claim of 


Assessmentism’s 
Requiem. 


$5,000 in not paying that sum under a 











policy of insurance ninety days after the 
“‘receipt’’ of proofs of loss, as stipulated 
in the contract. She states that the com- 
pany excuses the default by claiming that 
the amount is not dme until ninety days 
afterthe claimisapproved. The petitioner 
also claims it is the custom of the company 
to default in the payment of claims upon 
this ground. 


¥ 


The last session of the Wisconsin Legis- 
lature passed a law which will impose a 
heavily increased tax 
upon the Northwestern 
Mutual Life Insurance 
Company of Milwaukee, the only legal re- 
serve company in the state. By its provi- 
sions it requires local life insurance com- 
panies to pay a tax of I per cent. upon 
gross income, excepting only receipts from 
real estate and United States bonds. Upon 
outside companies a license fee of-$300 is 
imposed, and an additional tax of I per cent. 
upon gross premium receipts in the state of 
Wisconsin, without any deduction for divi- 
dends returned to policy-holders. This 
law will increase the tax annually paid to 
the state by the Northwestern from $35,000 
to $152,000. But this is not all. There is 
an increase of tax upon outside companies, 
and under the operation of the retaliatory 
laws of other states the company will be 
required to pay a largely increased sum. 
The New York insurance department has 
already notified the company of its inten- 
tion to enforce the retaliatory act. This 
will increase the company’s annual tax in 
that state from $700 to $25,000. It is not 
improbable that the company will be sub- 
jected to a reciprocal tax in all states hav- 
ing home companies doing business in 
Wisconsin, and possibly in allstates having 
reciprocal laws. 

Notwithstanding the well known princi- 
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‘ple that a tax upon a life insurance pre- 


mium is a tax upon a tax, and in spite of 
the recent declaration of a western judge 
that there is no such thing in lawor morals 
as retaliation, yet under state supervision 
of insurance as it now exists, the opportu- 
nity to impose increasing burdens upon 
thrift appear to be inexhaustible. We 
cannot see any remedy for this tendency 
except in achangeof public opinion. In 
the face of the obstacles erected by stat- 
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utory law life insurance is steadily 
growing, and possibly when the policy- 
holders in these companies understand 
the true effect of taxation upon their 


interests, and become numerous enough 
in the community to insist upon fair 
treatment, we shall see this change in 
opinion. 


FIRE INSURANCE 


The attention of fire insurance interests 
during the current month has been cen- 
The Miscou tered upon Missouri, where 
Sinectinn. serious complications arose 
under the anti-trust law of 

that State. This law was passed in 1895, 
and prohibited joint rate-making, except 
in cities with over 100,000 inhabitants. St. 
Louis and Kansas City were the only cities 
exempted under this provision. Rates 
throughout the state had been under the 
control of the Association of Fire Under- 
writers of Missouri. When the law was 
passed this association relinquished formal 
control, and arrangements were made with 
one W. J. Fetter to rate property through- 
out the State and sell the rates to the com- 
panies, it being understood, as a matter of 
business comity, that the companies so 
purchasing should write at these rates and 
no others. In furtherance of this plan the 
local agents in the city of St. Joseph 
formed what they called the ‘‘ Under- 
writers’ Social Club.’? One Soper was 
placed in charge, acted as a stamping 
clerk. Daily reports were submitted to 
him and checked according to the Fetter 
rates before being forwarded to the com- 
panies. 

Late in 1897 the attorney general of 
Missouri brought suit against seventy-three 
companies party to this arrangement in 
St. Joseph, for violation of the anti-trust 
law. The matter was vigorously prose- 
cuted and depositions from company man- 
agers in Chicago and elsewhere were 
taken. The case was pending before the 
supreme court of the state for more than a 
year, but a decision was finally rendered 
June 30, 1899, in favor of the attorney 
general. The court decided that the St. 
Joseph club was in violation of the anti- 
trust law and ordered a writ of ouster 
issued disqualifying the seventy-three com- 
panies from doing business within the 
State. The court described the St. Joseph 
clubas ‘‘a plain and palpable and bungling 

“trust, pool, agreement, combination, feder- 


ation and understanding, organized to 
evade the anti-trust laws of Missouri, but 
wholly inefficient for the purpose.’’ The 
companies were given ten days in which to 
file a petition for a rehearing. 

The situation was a serious one for com- 
panies, property-owners and agents, as 
well as the state, which derived a large 
part of its insurance revenue from the 
ousted companies. There are 118 stock 
fire insurance companies doing business in 
Missouri. Their total premium income in 
1898 was $4,732,000. The 73 companies 
involved in the suit wrote $3,241,000, or 
about 75 per cent. of the total premiums. 
Their enforced retirement would deprive 
the State treasury of an annual revenue of 
about $80,000, The damage to business 
interests because of inability to procure 
sound insurance was at once seen, the 
recent experience in Arkansas being fresh 
in mind. 

¥ 

Negotiations were opened between the 
companies and the state authorities for the 
A Compromise purpose of effecting a com- 
Effected. promise. It is apparent, 

from the outcome, that mat- 
ters were satisfactorily adjusted. When the 
attorney for the companies appeared before 
the supreme court July 14 and asked fora 
rehearing the motion was overruled. A 
motion for a modification of the judgment 
was then entered, which the court took 
under consideration. Counsel for the com- 
panies argued that they had not intended 
to violate the anti-trust law in establishing 
the St. Joseph club, that the ousting of the 
companies would inflict serious injuries 
upon the business interests of the state, and 
that a previous decision in the case ofa 
certain trust company, in which it was 
allowed to continue business upon compli- 
ance with the law in the future, furnished 
a precedent for the modification asked. In 
view of this presentation of the case the 
court decided to recall the writ of ouster 
and allow the companies to continue busi- 
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ness upon payment, within thirty days, of 
a fine of $rooo each. It is understood that 
the companies will also pay the costs of 
court; thus the entire revenue from the 
fines will pass to the state treasury. If all 
of the companies pay, the total sum realized 
will be $73,000. All of the large companies 
will undoubtedly pay, but probably some 
of the smaller companies will withdraw. 
In this way the decision is likely to result 
in less rather than more competition. 

Since the decision the superintendent of 
insurance, E. T. Orear, has stated that he 
expects, as an outcome of the matter, to 
secure a reduction of rates of some 25 per 
cent. on farm risks, Io per cent on business 
risks in fourth and fifth class towns, and a 
readjustment of rates in Kansas City and St. 
Joseph. This, he estimates, will save prop- 
erty owners some $150,000 per annum in 
cost of insurance, to which must be added, 
so he claims, another $100,000 secured by 
reductions already made since the attorney- 
general began his suits. Mr. Orear is 
quoted as saying that the decision of the 
court will result Mm open competition, but 
itis clear that he means this to be taken 
theoretically, for it is certain that the re- 
ductions he is counting upon can only be 
made by agreement between the companies. 
In fact he says: ‘‘I do not want to see an 
unfortunate rate war, which means unset- 
tled conditions; failure of companies and 
doubtful indemnity.”’ 
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It is apparent that in Missouri, as in 


California, Michigan, Kansas and other 
states history will repeat itself, namely, in 
the waste of public time and funds in a 
frantic attempt to prevent joint rate-mak- 
ing, only to give it full recognition in the 
end, in the face of state law, provided the 
political fortunes of the state officials are 
rendered secure by some form of agreement 
effecting a reduction of rates. Current 
conditions do not indicate that present 
rates in Missouri are too high, as a whole; 
but in all probability the demands of local 
politicians will be met and the reductions 
granted. It should be borne in mind, how- 
ever, that if the conditions do not actually 
warrant this reduction, the concession 
granted Missouri property owners today, 
will either have to be equalized by larger 
collections from property-owners in other 
states, or by future collections in the state 
of Missouri. It should also be understood 
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that somewhere and sometime, in the maze 
of economic readjustment, the $73,000 in 
fines imposed today upon the companies, 
will be paid by the purchasers of insurance. 


- 


In the last issue of this magazine was 
described an attempt made on the part of 
——_— the fire insurance agents 
Checked. of Kansas City, Mo., to 

circumvent the recently 
enacted anti-trust law. It involved the 
organization of a stock corporation to act 
as a central agent, representing all of the 
companies, the individual agents operating 
merely in the capacity of brokers. Out of 
forty agents in the city thirty-two, who 
controlled about 85 per cent. of the busi- 
ness, were stockholders in the proposed 
corporation. 

The opinion was expressed that the cor- 
poration would not be allowed to do busi- 
ness without molestation. It is not 
surprising, therefore, that insurmountable 
barriers were met at the start, in the re- 
fusal of the superintendent of insurance to 
grant the corporation a license to do busi- 
ness. His position is based upon an opin- 
ion rendered by the attorney general, who 
recites six reasons why the license should 
not be issued, among them that it is an 
attempt to circumvent the anti-trust law. 
While this is undoubtedly true it is diffi- 
cult to see from the objection cited by the 
attorney general, how the state can refuse 
to license a corporation to act as the agent 
of insurance companies, in the absence of 
any specific prohibition to that effect. 

It is stated that the plan had the ap- 
proval of a large number of companies, 
and that but for the refusal to issue a 
license, not over a dozen companies would 
have declined to appoint the corporation to 
represent them in place of the present 
agents. 

An attempt similar to that in Kansas 
City has been made by the fire insurance 
agents of Louisville, Ky. Rates in that 
city are at present controlled by a strong 
local board. The state’s attorney has re- 
cently been defeated in his attempt to in- 
dict the companies for conspiracy under 
common law, but it is believed that an 
anti-compact law will be passed at the next 
session of the state legislature. This fact 
has led to the proposition to combine the 
business of local agents under a single cor- 
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poration. The stock will be apportioned 
among the agents according to the average 
amount of business covering a stipulated 
period. Itis proposed to pay stockholders 
5 per cent commission on renewals, the re- 
maining commissions, after expenses are 
paid, being applied to dividends upon stock. 
It is estimated that a large saving in ex- 
pense would accrue to the agents and con- 
sequently an increase in profits. 


> 


Rapid progress has been made during 
the current month in the development of 
the association move- 
ment among local 
fire insurance agents. 
The officials of the National Association 
have been actively at work preparing for 
the annual conveution to be held at Buffalo 
next month. Secretary R. S. Brannen has 
moved half way across the continent and 
established his quarters in Buffalo with 
President Woodworth. These gentlemen, 
together with Vice-President Markham 
and Mr. F. W. Groves, Chairman of the 
Committee on State Organization, as well 
as other officials of the national body, have 
done all in their power to strengthen the 
agency movements in the eyes of the com- 
panies. 

In this they appear to have been success- 
ful. At the annual meeting in Detroit 
last year, twenty-three state associations 
were reported as having been organized. 
Since that date twelve additional associ- 
ations have been formed, thus fulfilling 
the predictions made at Detroit that thirty- 
five associations would be reported at the 
convention in 1899. 

Those having the meeting in charge evi- 
dently intend that it shall be largely at- 
tended, and that the visiting delegates and 
guests shall be well cared for. The con- 
vention will begin Wednesday, August 
gth, and continue for four days. The pro- 
gram, as arranged, provides for an excur- 
sion to Lake Chatauqua the first day. 
There will be a short trip on the lake in 
the morning, and a platform meeting in 
the afternoon, at which short addresses 
will be made by Bishop Vincent, Vice- 
President Markham, Young E. Allison of 
the Jnsurance Herald, and Charles E. Hew- 
itt of the Insurance Post. 

The following day the first business ses- 
sion will be held in Buffalo, This will be 


Progress of the 
Agency Movement. 


an important meeting. President Wood- 
worth will deliver his address and make 
his recommendations. The reports of 
standing committees will be heard, and 
representatives of the different state organ- 
izations will present statements concerning 
the progress of the movement in the sev- 
eral localities. Sessions will be held in 
the afternoon and evening, and will be 
continued throughout the following day. 
During these two days a number of impor- 
tant addresses will be delivered by promi- 
nent insurance men, among them President 
E. C. Irvin of the National Association of 
Fire Underwriters and Messrs. Henry W. 
Eaton and Robert Dickson of New York. 

All of these gentlemen are staunch sup- 
porters of the agency movement, and their 
addresses will therefore be listened to with 
both pleasure and profit. 

Upon Saturday, the last day of the con- 
vention, there will be a trip taken to Nia- 
gara Falls, where luncheon will be served. 
The two excursions arranged for will be 
tendered to the delegates and guests by the 
local agents of Buffalo. It isexpected that 
there will be a large attendance. It will 
not be surprising if there are three or four 
hundred agents present ; but whether these 
expectations are realized or not, the coming 
convention will undoubtedly show the 
agency movement to be on a firm founda- 
tion with every promise of permanence and 
success. 


> 


While the officers of the National associ- 
ation have been promoting the interests of 
The State that body, the local agents 

core in the different states have 
Associations. , 
been actively at work upon 
new associations, all of them being anxious 
to organize in time to send delegates to the 
Buffalo convention. Several have been 
formed recently in the South and West, 
and in New England the example of the 
Maine agents has been speedily followed 
by those in Connecticut. It is probable, 
also, that Vermont, and possible that New 
Hampshire, will be represented at the con- 
vention. The outlook for the organization 
of an association in Massachusetts, prior to 
the meeting, is somewhat doubtful. The 
interests of Boston agents are not sufficient- 
ly affected by the movement to awaken a 
very warm interest. Outside of Boston 
there is considerable latent sentiment which 
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only needs efficient leadership to crystalize 
into active co-operation. 

Whether the leader or leaders will come 
forward in time is not known, but there can 
be no doubt that, from every point of view, 
it would be extremely desirable for the 
state of Massachusetts to be represented at 
this year’s convention. The agency move- 
ment has reached a position when it is en- 
titled to the confidence and support of those 
whose interests it is designed to promote. 

There is always a danger that the agents, 
realizing their newly acquired power, will, 
in their legislation, exceed the dictates of 
wisdom and true conservatism. We do not 
that the conservatism of the East is 
any better than the radicalism of the South 
and West, but merely that the fusing of the 
two extremes will produce results which 
will be most widely beneficial. 

¥ 

Not only have the agents been active in 

organizing new associations, but the asso- 


say 


ciations already estab- 
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lished have been heard 
Legislation. 


from in different locali- 
ties. In Texas and Louisiana resolutions 
have been adopted asking companies to 
compensate agents upon the profit-sharing 
In the latter state also the agents 
have taken a pronounced stand against the 
Southeastern Tariff Association upon the 
commission question. According to a vote 
adopted at the last annual meeting of this 
association, the companies have attempted 
to secure signatures from agents to the 
15 percent commission pledge, stating that 
they would remove agencies unless the 
pledges were signed. The Louisiana state 
association of agents, taking the ground 
that the companies in the past have failed 
to afford protection to those agents who 
have signed the pledge, has passed a vote 
pledging members not to accept the agency 
of any company withdrawing because of 
a refusal to sign the commission agreement, 
and enforcing non-intercourse against any 
agent who accepts the agency of a com- 
pany so withdrawing. The resolution 
flatly recites that in the future ‘‘nocom- 
mission pledge shall be signed by members 
of this association.’?’ Thus for the first 
time a company and agency association is 
brought into direct conflict upon the 
commission question. The outcome of 
this contest will be awaited with ex- 


basis. 
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ceptional interest throughout the country. 

There has been some criticism of the 
agency movement because its legislation 
has been so largely confined to what may 
be termed protective measures against the 
companies. There is a strong feeling on 
the part of the companies that the agents, 
in asking the companies to protect them 
against over-head writing and kindred 
practices, should do something in the line 
of reciprocity upon matters pertaining to 
state legislation and the maintenance of 
tariff rates. There are evidences, how- 
ever, that the agents are not unmindful 
of the fact that they are advancing their 
own interests in assisting the companies 
upon these points. One indication is the 
recent adoption by the Mississippi associa- 
tion of a resolution condemning ‘‘ com- 
panies and agents not members of any 
rating association, local board or this as- 
sociation, who cut the rates we endeavor to 
secure, and otherwise demoralize our 
legitimate business.’’ In the matter of state 
legislation the agents will probably be 
compelled, as a matter of self-preservation, 
to take a pronounced stand and array 
themselves solidly with the companies. 
Although in the past the interests of 
agents and companies have not always 
been one in the matter of state legislation, 
both are forced to recognize that attempts 
to promote special interests through the 
medium of legislation have in the long 
run proved futile, and merely encouraged 
the enactment of general legislation detri- 
mental to the business as a whole. In all 
probability the National association will 
express its opposition to current legisla- 
tive tendencies at next month’s conven- 
tion. 


¥ 


One of the most interesting matters to be 
presented at the Buffalo convention will be 
Ovetiead the amended list of companies 
Writing. which have registered their 

opposition to overhead writing. 
It will probably embrace the name of every 
prominent agency company, with possibly 
two exceptions. The success met with in 
preparing this list is said to be quite beyond 
the expectations of those having the matter 
in charge. This is undoubtedly due to the 
very skillful manner in which the question 
has been handled by the officers of the as- 
sociation. Diplomacy of the right kind — 
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that which is honest, clean and sincere — 
will accomplish what an exhibition of force 
often fails to bring about. The list as it 
stands is certainly a triumph for the agents. 
But the work of the association in this 
direction is not complete. It must protect 
the listed companies who observe their ob- 
ligations from those who do not. In the 
May number of this magazine, in criticizing 
the plan adopted by the agents for checking 
overhead writing, it was stated that the 
‘‘most effective plan for breaking up the 
practice of overhead writing would be for 
the association to publish upon its own 
authority, and as the result of its own in- 
vestigation, a list of companies known to 
engage in the practice. This plan will 
probably be adopted eventually.”’ 


It is already apparent that the association ° 


will be compelled to meet the issue in this 
way. At the convention next month com- 
plaints are to be filed against certain com- 
panies which are charged with overhead 
writing in Kentucky. The association will 
have to determine whether or not the com- 
panies so charged are guilty. If they are 
guilty it will have to publish the fact, and 
as soon as this method is adopted the agents 
will look for guidance, not to the list of 
pledges, but to the list of companies which 
have been proved to be overhead writers. 
In the Kentucky instance the sincerity of 
the charges has been subjected to grave 
doubt, and the opinion prevails in some 
quarters that the investigation made by the 
national association will resolve itself into 
a trial of the agent making the complaint, 
rather than of the companies complained 
of. 
5 
The question of ‘multiple agencies is 
likely to be one of the main issues before 
Multiple the convention. A strong feel- 
A : ing upon the matter has been 
gencies. ‘ 
engendered in agency circles, 
and the opinion seems to prevail that the 
association should take a decided stand. 
At the last annual meeting a resolution 
was adopted that the grievance com- 
mittee promulgate for the information 
of agents the names of companies 
known to maintain multiple agencies, 
but as yet no uction upon this re- 
commendation has been taken. The 
issue is undoubtedly a much more serious 
one to handle than that of over-head writ- 
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ing, and it is hardly surprising that the 
officers of the associatlon preferred to dis- 
pose of one before taking up the other. 
The general purport of the resolution upon 
multiple agencies, adopted at Detroit, has 
everything to commend it as a method of 
accomplishing the desired results. The 
agents have expressed a desire to know 
from the very best authority what com- 
panies encourage the multiple agency sys- 
tem. The best authority is the association 
itself which contains the necessary ma- 
chinery for a wide and thorough investiga- 
tion of the question. While the word of a 
great many companies is as good as a bond, 
yet this is not universally true, and in this, 
as in the question of over-head writing, the 
agents will be compelled to depend upon 
the authority of their own association 
rather than upon the pledge of the indi- 
vidual companies. 

As bearing upon the question of multiple 
agencies it is interesting to note that the 
Local Board of Fire Underwriters of New- 
port News, Va., has adopted a resolution 
by which members are pledged not to rep- 
resent a company which appoints a second 
agent in that city. It is stated that there 
are now twelve agencies in the city and 
that the annual premium receipts therein 
are about $75,000. They consider the field 
to be fairly well covered, and a second 
agency a hardship to established agencies. 
Certainly the average gross income of each 
agent cannot, under the circumstances, be 
very large. 


¥ 


' The election of a president of the Na- 
tional Association for the ensuing year is 
Tis Bcc: * matter of the gravest 
a Presideat, importance. At this stage 

in its growth the associa- 
tion cannot afford to make a mistake in the 
selection of its executive head. It is not 
too much to say that the present position 
occupied by the agency movement is in a 
very large measure due to the sagacity and 
character of President Woodworth. It is 
not surprising, in view of the immense 
amount of labor expended during the past 
year, that Mr. Woodworth should wish to 
retire. The best interests of the associa- 
tion, however, demand his reelection. 
Conspicuously fitted for the work, he has 
the entire confidence of both agents and 
companies, and another year under his 
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administration would carry the association 
past the crucial period and insure its future 
success. There is unquestionably good 
presidential timber in the agency ranks. 
Vice President Markham is said to have 
repeatedly demonstrated his qualifications 
for the office. But Mr. Woodworth has 
been tried, is thoroughly known, and has 
popular approval. The rule of rotation in 
office should not govern where wider in- 
terests are at stake, as they are in this case. 
The safest policy for the association to 
pursue is to re-elect both Mr. Woodworth 
and Mr. Markham, placing the latter in 
line for the presidency at the close of the 
next year. 


- 


The present situation in New York City 
and vicinity indicates that metropolitan 
New York's rates and commissions 
O Testa cannot be maintained 

pen Lerritory. : : 

without an open territory 
of some kind which is subject either to no 
rates or to no commissions. Some com- 
panies prefer that rates shall be closed and 
commissions open; others insist that if 
there is to be any disturbance, commissions 
shall remain closed and rates open. 

Under the former tariff agreement open 
commissions were maintained upon a large 
class of preferred risks, and by many its 
dissolution was attributed largely to this 
fact, since it offered opportunities for the 
payment of excess commissions on preferred 
risks for the purpose of securing the busi- 
ness carrying the fixed brokerage. When 
the new Exchange was organized it was 
insisted that all risks in the Metropolitan 
district should bear a rate and a fixed com- 
mission. The adoption of rules to this end, 
however, did not accomplish the object 
sought. While virtually all companies 
were members of the organization there 
was a large percentage of companies which 
did not belong to the suburban association, 
covering territory adjacent to New York 
city. 

Following the organization of the New 
York Fire Insurance Exchange, steps were 
immediately taken to enlarge the member- 
ship of the suburban association, but with- 
out success, and rates were declared off May 
Ist., 1899. Through the instrumentality of 
the companies desiring closed rates and 
open commissions local boards were formed 
in the territory thus opened, and rates es- 
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tablished bearing no fixed rate of com- 
mission. These boards were strengthened 
on the rate side by the rule of the new ex- 
change providing that the tariffs of other 
local boards should be observed. 


> 


The situation therefore was fixed rates 
and open commissions in a large territory 
Is a Safety Valve aenens Se. mew Fees, 

virtually restoring the 
old conditions which 
were so much criticised. Those companies 
desiring open rates where commissions 
were not fixed, attempted to meet the issue 
by interpreting the rule of the exchange, 
regarding outside tariffs, to apply only ‘to 
local boards established under the authority 
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.of a company association. This ground, 


however, was found to be untenable and 
was abandoned. 

Another attempt was made at the July 
meeting of the exchange, when a new in- 
terpretation of the rule regarding broker- 
ages was adopted, or rather a reinterpreta- 
tion. This rule now “prohibits the pay- 
ment of any brokerage in excess of Io per 
cent on any risk written in the territory of 
the Exchange and located outside of the 
territory included in the agreement, except 
only where a local board, having jurisdic- 
tion of the territory in which a risk is lo- 
cated, has a specific rule allowing more 
than Io per cent, in which case such higher 
brokerage may be allowed; and in case 
there is no local board, or in case a local 
board exists but has no specific rule on 
brokerages, the brokerage allowed on such 
risks shall in no case exceed Io per cent.”’ 

This ruling is very carefully drawn and 
apparently covers effectually the point 
sought, namely to establish a fixed broker- 
age on all risks written in the vicinity of 
New York. If enforced it is confidently 
anticipated that it will checkmate the pur- 
poses of those companies which caused the 
dissolution of the suburban association and 
the organization of local rating boards hav- 
ing no fixed commissions. But it remains 
to be seen how long the mighty pressure in 
New York can continue without a safety 
valve in the form of opencommissions. An 
attempt has been made to incorporate local 
boards in the open territory for the purpose 
of fixing both rates and commissions, 
but as yet the results have not been suc- 
cessful. 
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After a long discussion and considerable 
opposition the Philadelphia Fire Under- 
writers Association has 
de og followed the example of 
the New York Insurance 
Exchange in adopting a rule providing for 
the observance of the tariffs of other boards. 
It also provides for a fixed brokerage of 10 
per cent. on all such risks, except where 
the rules of a local board provide for a 
higher brokerage, in which case such fixed 
brokerage shall not be exceeded. 

The Philadelphia rule takes an important 
departure from the New York enactment, 
in providing that this protection shall not 
be extended to any risks located within the 
jurisdiction of any board which by its rules 
prohibits the payment of brokerages to non- 
residents, or which limits the brokerage to 
less than ten per cent. 

This is the first attempt on the part of an 
association controlled by the companies to 
protect the broker against the local agent. 
As noted in the last number of this maga- 
zine there has been a noticeable effort on 
the part of local agents in many sections to 
prohibit the payment of commissions to 
outside brokers,and this attempt has already 
led to a lively controversy between a New 
York company and one of its Kentucky 
agents. The situation presented is there- 
fore an interesting one, for it has been 
apparent to many that this attempt on the 
part of local agents to eliminate the broker 
would in time constitute one of the leading 
issues before the National Association of 
Local Fire Insurance Agents. It appears 
that the companies are prepared to take up 
the cudgel in favor of the broker. The 
Philadel phia rule was favored and enacted 
largely through the influence of the Fire 
Underwriters Union. ; 
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According to the best estimate which can 
be made of the fire waste in the United 
The Half-Year's States during the first 
Fire Waste. half of 1899, the total 

loss has been $63,800,000. 
In 1898 the loss reported for that period by 
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the Chronicle Fire Tables was $64,600,000; 
showing the loss for the two years to be 
about on a level. At this rate the total loss 
for the year will be about $127,690,000, 
which will be some eleven millions in ex- 
cess of the very favorable loss experience 
of 1897. During May and June there has 
been a very marked improvement over the 
same months of 1898, but in the first three 
months of the current year the losses were 
exceedingly heavy. as compared with the 
previous year. If the improved loss of May 
and June were to continue for the balance 
of the year, the estimated total given above 
would, of course, be much reduced, but 
there is no known law of fire statistics 
which would enable any one to predict 
accurately what the results at the end of 
the year are likely tobe. According to the 
general averages for twenty-four years, 
shown in the Chronicle Tables, the insur- 
ance loss for the first six months of the 
current year would be about $38,000,000. 
These general averages, however, do not 
furnish an accurate basis of estimate for 
any one year. The fluctuation in insurance 
to property loss from year to year, will be 
fairly illustrated when it is stated that in 
1889, 1896 and 1898 the insurance loss was 
about $73,500,000 for each year, whereas the 
property loss was 123, 116 and 130 millions 
respectively. Reports from various sources, 
however, indicate that the insurance loss 
since January Ist, has been exceptionally 
heavy. 

It is extremely interesting to note that 
during the first half of 1899 the commercial 
failures were 4,884 against 6,718 in the same 
period of 1898 and 6,821 in 1897. In the 
first quarter of the present year there was 
an improvement of 16 per cent, but in the 
second quarter, the ratio of improvement 
was 60 per cent. This is the best record 
made in the second quarter of the year for 
the past 25 years. Those whoare interested 
in analyzing the connection between trade 
conditions and fire waste will find, in this 
record, an opportunity to indulge in specu- 
lation and possibly to reach some logical 
conclusions. 





NEW ENGLAND INSTITUTIONS 


THE SPRINGFIELD FIRE AND MARINE INSURANCE CO. 


The Springfield Fire and Marine Insur- 
ance Company is the leading fire insurance 
company in Massachusetts. While com- 
pany after company in this state has fallen, 
under the strain of competition or exces- 
sive losses, the Springfield has always 
maintained its position and taken a high 
rank among the great underwriting insti- 
tutions of America. The company has just 
closed its first half century of underwrit- 
ing. Like many corporations which have 
passed through this long period of varying 
stress and prosperity, its history is full of 
interest, because it illustrates in a striking 
degree how managerial courage at a crucial 
time saved the company and brought its 
due reward in the future. 

The company was incorporated at Spring- 
field in 1849. Its organizer was Mr. Marvin 
Chapin, who, up to the time of his death 
last month, was one of Springfield’s most 
honored citizens. The success of the Hart- 
ford companies inspired Mr. Chapin with 
the desire to start a local company. The 
task was not an easy one. It proved ex- 
tremely difficult to interest capitalists in a 
project where experience had proved the 
hazard of complete extinction to be ever 
present; but by due perseverance Mr. 
Chapin finally was able to raise the re- 
quired capital, and begin business in April, 
1851. The company started modestly, its 
total salary list being less than $3,000, and 
office rental but $100 per year. Agencies 
were established throughout New England, 
but subsequently, as the company pros- 
pered, its business was extended to other 
sections of the country. As indicated by 
its name, the company originally did both 
fire and marine business, but the latter 
branch was found unprofitable for an in- 
land company, and was discontinued after 
some IO or 12 years’ experience. 

So far as fire insurance was concerned, 
the company started at a most favorable 
time. Competition was limited, rates were 
high and expenses low. Commissions to 
agents at that time ran from 5 to Io per 
cent, less than half the average commis- 


sions of today. Insurance against fire was 
not then such an essential part of commer- 
cial life, many merchants being quite will- 
ing apparently to take the risk of loss. 
Modern credit methods had not at that 
time made indemnity necessary to business 
standing. There was, therefore, a large 
uncultivated field in which a new company 
could operate. 

The new company secured a good busi- 
ness on country as wellas city risks. The 
former at first proved to be very profitable. 
A rate of about 1% per cent was charged 
for 5 years, and upon this basis the com- 
pany had, up to 1874, realized a profit of 
some $100,000 on this class of business. 
From that time on its value declined, show- 
ing on the whole a loss instead of profit, 
and after an unfavorable experience the 
company ceased accepting these risks al- 
together. The general experience met 
with on what are known as farm or country 
risks, in all parts of the country, has in the 
main been unprofitable, that is of recent 
years. This appears to be especially true 
of New England, and has been attributed 
to the decline in agricultural interests, 
typified by the ‘‘abandoned farm”’ for 
which this section has gained some un- 
enviable fame. Under such conditions an 
extreme moral hazard is added to the 
physical hazard of these unprotected risks, 
and the positive prohibition pursued by 
the Springfield, is the policy adopted by 
many of the leading companies. 

Not only on country risks, but on all 
classes of business the early experience of 
the company was extremely profitable, and 
the stock-holders soon began to realize divi- 
dends averaging over twenty per cent. In 
one year they were as high as 68 2-3 per 
cent. These returns, of course, were made 
on a small capitalization, the stock at that 
time being but one-tenth as large as that 
held by the company today, on which regu- 
lar dividends of ten per cent. are paid. 

The company’s capital stock has .been 
five times increased. Of the total increase 
of $1,350,000, one million has been paid by 
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the declaration of stock dividends, and the 
balance, $350,000, by additional contribu- 
tions from stock-holders. The  stock- 
holders have, however, paid in $475,000 as 
special assessments to meet the extraordi- 
nary losses of the Chicago and Boston fires, 
so that about one-half of the stock divi- 
dends declared since these fires, isin reality 
a replacement of these special assess- 
ments. 


The great success of the Springfield and 
other companies led to a rapid increase in 
the organization of Massachusetts stock 
companies. In 1855, at the time of the 
establishment of the Massachusetts insur- 
ance department, there were thirty-four 
stock companies in the state. At the time 
of the Boston fire in 1872 this number had 
increased to fifty-two. As the result of that 
disaster twenty-six were rendered insol- 
vent. The Massachusetts companies, as a 
whole, never recovered from this blow, and 
in number and prestige have steadily de- 
clined since that date. Today there are 
but four stock fire insurance companies in 
the state. A large Massachusetts marine 
company has recently entered the fire in- 
surance field, making five companies in all 
doing this class of business. 

Of these five companies the Springfield 
holds more than one-half the capital, assets 
and surplus, and does over two-thirds of 
the business. The Springfield, in common 
with all Massachusetts companies, passed 
through the severe test of the Boston fire as 
well as the great Chicago fire of 1871, to- 
gether with two other serious conflagra- 
tions. Therefore the leading position which 
it holds today, not only in Massachusetts 
but in the country at large, is in striking 
contrast with the results attained by Bay 
State corporations as a whole. In 1862 a 
conflagration at Troy, N. Y. involved the 
Springfield for $50,000, and at Portland, 
Me. in 1866 another loss of $100,000 was 
suffered. The latter led to an increase of 
the company’s capital stock from $300,000 
to $500,000. These losses apparently did 
not affect the dividend paying capacity of 
the company, which continued to make 
handsome returns to-its stockholders, un- 
til the great fire at Chicago in October, 
1871. The company’s surplus at that time 
was $125,000, while it lost $554,000 in 
the fire. The following year the Bos- 
ton conflagration occurred in which 
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the company was involved for $260,000. 

The occasion of these two conflagrations 
presented a critical test for fire insurance 
companies throughout the country. I[t was 
a period when moral courage and business 
sagacity counted foreverything. Thecom- 
panies, which, though suffering heavy losses 
met the issue fairly and squarely, paid their 
losses and continued in business established 
for themselves a reputation which has since 
placed them in the very foremost ranks, 
Among these companies was the Spring- 
field. Its loss in the two fires was $814,000. 
Its surplus and reserve funds were com- 
pletly wiped out together with a large part 
of its capital. In the face of this disaster 
there was for a moment an inclination on 
the part of some of the stockholders to 
liquidate, but the wisdom and foresight of 
Mr. Chapin and others soon produced a 
change of sentiment, and stockholders un- 
animously voted to assess themselves to 
meet the situation and continue business. 
An assessment of 65 per cent, or $325,000, 
was levied and paid after the Chicago fire 
and 30 per cent, or $150,000, after the 
Boston fire. 

The results of this action were extremely 
profitable. After the fires the demand for 
insurance increased enormously and rates 
The com- 
panies which, like the Springfield, promptly 
paid losses and placed themselves in a 
position of financial solvency reaped the 
benefit and obtained the bulk of the busi- 
ness. In three years the Springfield re- 
sumed the payment of dividends, and in 
addition to returning $60,000 in cash to 
stockholders, also declared a stock dividend 
of $100,000, and was still able to report a 
surplus of $384,000. During the next five 
years the company repeated this record, 
until in 1880 its capital stock stood at $1, 
000,000. In 1887 and in 1889 stock divi- 
dends of $250,000 were declared, making 
the total capital $1,500,000, where it re- 
mains today. Since 1890a regular dividend 
of ten per cent has been paid thereon, while 
the surplus funds have more than doubled, 
advancing from $665,350 to $1,596,569. Since 
organization cash dividends of $3,704,541.96 
have been returned to stockholders, in 
addition to the stock dividends of $1,000,000. 
The total assets December 31, 1898 were 
$4,774,658. Of this sum $4,634,493, includ- 
ing capital, reserves and surplus, is held 


advanced to an abnormal figure. 
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for the exclusive protection of all policy 
contracts, and $93,750 for policy holders in 
particular states. 


In the amount of capital stock the 
Springfield holds fifth place among the fire 
insurance companies of the country; in 
gross assets it is thirteenth and in surplus 
funds, eleventh. 

In its underwriting the company has 
been one of the most successful in the busi- 
ness. During the past decade it ranks 
among the first ten companies in the ratio 
of profit realized upon the underwriting 
account. During 1897, the year of phe- 
nomenal profits in fire insurance, the 
Springfield increased its surplus funds 
$460,000, or over 50 per cent, a ratio of 
increase equalled, we believe, by but three 
other millionaire companies. Inits invest- 
ment account, too, the company has been 
exceedingly successful. It began business 
when railroads were just entering upon a 
period of marvellous development, and in- 
vested a large part of its funds in railroad 
stocks which have since doubled in value. 
A very large portion of the company’s 
assets ($2,154,000) are today invested in this 
class of securities. The par value of these 
stocks is $1,193,000. According to the 
report of the Connecticut insurance de- 
partment, the investment earnings of the 
company in 1898 were $337,000, more than 
double the dividends paid stockholders, a 
record which apparently exceeds that of 
any other company of equal size. The 
annual premium income is $1,785,000; its 
total income $1,970,000. 

The company’s record itself speaks for 
the high character of its management in 
all departments. The present board of 
officials is: A. W. Damon, president; 
Charles E. Galacar, vice-president ; Sanford 
J. Hall, secretary ; W. J. Mackay, assistant 
secretary; F. H. Williams, treasurer. The 
company’s western department is conduct- 
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tinguished {underwriters. Mr. S. J. Whyte 
acts as general agent at the home office. 

Among the directors are such prominent 
men as F. H. Harris, William H. Haile, 
J. L. Pease, M. S. Southworth, Henry S. 
Lee, Homer L. Bosworth, W. D. Kinsman, 
W. A. Harrisand Marshall Field of Chicago. 

President Damon is the fifth to hold this 
office. From 1880 to 1887 he acted as sec- 
retary of the Washington Fire & Marine of 
Boston, when the company retired from 
business. In 1890 he became special agent 
of the Springfield for eastern New England, 
and later in the same year was called to the 
home office to act as assistant secretary. 
On the death of Mr. Wright in 1895 he was 
made president. Mr. Damon’s rapid pro- 
motion came as a surprise to the field at 
large, but his fitness for this important 
position has never been questioned. The 
vice-president, Mr. Charles E. Galacar, is 
an experienced and skilled underwriter, 
and like Mr. Damon was educated in the 
New England school. 
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